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REGENERATION OF AMERICAN BANKING 


SOUND MANAGEMENT VERSUS LEGISLATIVE STRAIGHT-JACKETS 


NIMATING hopes and ambitions 
are kindled by the sequence of 
dramatic transformations appear- 
ing upon the political horizon 

within the past two stirring months. The 
darkest hour in the economic life of the 
nation seems finally to yield to the dawning 
of a brighter day of reconstruction with de- 
feat of the malevolent forces of despair. The 
ruinous tide of deflation, destruction of 
values, unemployment distress, price de- 
cline, diminishing flow of commerce and 
mounting debt with its plague of failures, 
bankruptcies and foreclosures, have been 
arrested. In all marts of trade and industry, 
in highways and byways wherever men 
gather, the atmosphere of dread and uncer- 
tainty makes way for the first real semblance 
of assurance. 

New ‘marching orders’”’ convey the most 
direct challenge to the great body of Ameri- 
can bankers who have safely convoyed their 
precious cargoes through treacherous waters 
—and they represent 85 per cent of the com- 
bined banking power of the country. Their 
hour now strikes to boldly enlist in the van- 
guard in reviving vital elements of con- 
fidence so essential to business and more 
especially toward the banking profession as 
a whole which has meekly and long enough 
submitted to undeserved calumnies, mis- 
understanding and prejudice because of the 
sins of a few. This is the ideal time for set- 
ting the banking house in order and demon- 
strating through their own initiative that it 
is an “inside job” rather than legislative 


formula, resort to ‘‘deposit insurance” or 
political disruption of the normal processes 
of banking and credit. 

On the surface, at least, the rescue from 
three and a half years of depression has be- 
come a fait accompli. The miracle cannot be 
ascribed to actual operation of a bewildering 
procession of emergency and relief measures 
launched or formulated in response to the 
Roosevelt “‘new deal,’’ authorizing stagger- 
ing billions of additional credit and federal 
obligations almost equal to the present na- 
tional debt. These envisage authority for 
inflation through Federal Reserve credit and 
Treasury notes to the tune of $6,000,000,000 
with power to devaluate the gold dollar and 
legalize silver currency; $2,000,000,000 to 
refinance farm mortgages; $3,300,000,000 
for industrial recovery by issue of public 
works bonds; $2,000,000,000 for home 
mortgage aid; $500,000,000 for unemploy- 
ment relief and several hundreds of millions 
for reforestation and government projects. 

Thus far these extraordinary measures, 
engendering fear of uncontrollable inflation, 
are as yet promises rather than performance. 
The answer to a quickening of the popular 
pulse is to be found, not in the waving of 
political or monetary wands, but in some- 
thing more humanly primitive, which, never- 
theless, transcends all legislative expedients. 
The change is essentially one of psychology 
among the masses which, after repeated dis- 
illusions, grasps with avidity and faith at 
promise of new morale and leadership, not 
only in politics and government, but in the 
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conduct of all business, industrial and 
financial responsibility. 

Whether this miracle is to acquire sub- 
stance or vanish like a mirage depends upon 
the fidelity with which this accent of com- 
mand justifies loyal following. It calls for 
abandonment of worn and acceptance of 
new concepts of service and trusteeship. No 
words uttered by President Roosevelt 
supply a truer leit motif than these: ‘The 
measure of restoration lies in the extent to 
which we apply social values more noble than 
mere monetary profit.” 

Banking to be successful must be profit- 
able. But passive reliance upon political 
lawmakers will not suffice to build a new 
banking structure, immune to sad experi- 
ences which, within the past 13 years have 
reduced the number of banks from 31,000 
to 14,000. With the accentuated closings of 
the past three years reaching a climax with 
the banking holiday, tying up in closed and 
restricted banks four billions of deposits, it 
is small wonder that the public mind has 
been infected, although taught a much- 
needed lesson as to joint obligations toward 
sound banking. With the weeding of the 


field through operation of the Emergency 
Banking Act, now is the time for real bank- 
ers to assert themselves, recognize their 


interdependence, substituting effective 
agencies of self-discipline and voluntary co- 
operation for uncontrolled competition and 
questionable practices. 


eo¢ 


NEW MORALE AND STANDARDS IN 
BANK MANAGEMENT 


ANKERS have in their own hands the 
B devices for their salvation. Renais- 

sance of sound banking and construc- 
tion of new foundations is the order of the 
day. None of the proposed banking reforms 
in the Glass-Steagall measures now under 
discussion in the Senate and House can pos- 
sibly exert such potency as can and must be 
wielded through the extension of voluntary 
agencies. These embrace clearing house 
and county organization, credit bureaus, 
abolition of evil practices and high stand- 
ards to which bankers obligate themselves 
as matter of self-protection and public ser- 
vice, purging the field of undesirable ele- 
ments. Experience over a long period of 
years has definitely proven that obedient 
adherence to clearing house discipline and 


independent surveillance is far superior to 
that exercised by either federal or state 
banking authorities. Banking has not failed 
but the machinery of official supervision has. 


The grave indictment against official 
supervision is that it “locks the stable”’ after 
the horse has bolted, whereas strict clearing 
house control of members serves to either 
prevent or extinguish flames in their incipi- 
ency by creating moral suasion more alert 
and peremptory than that provided by 
law or supervisors. The time will come when 
people will refuse to do business with a bank 
that has been rejected or which refuses to 
qualify for clearing house membership. 

With but isolated instances the great mor- 
tality among banks has been confined to 
banks outside of clearing house discipline 
which has become increasingly efficient 
while the official machinery has been unable 
to stop the wretched category of improvi- 
dent, incompetent and unscrupulous man- 
agement responsible for this sad record of 
failure and loss. In New York City, for 
example, only one member of the Clearing 
House has failed since 1908 and that was 
chiefly due to procrastination by banking 
authorities. The same record, with little 
variation holds true of efficient clearing 
house control in other large and smaller 
cities of the country. 


The cause of city and regional clearing 
house expansion as well as cooperative en- 
forcements for safe management has been 
the central theme at this season’s state 
bankers’ association conventions. Signifi- 
cant is the fact that city and regional clear- 
ing house expansion is proceeding at a rapid 
pace. Particularly are bankers interested in 
protective provisions restricting grants of 
charter, increasing capital requirements, 
limiting loans and speculative investments, 
guarding against impairment of reserves 
and giving discriminate treatment to various 
types of deposits as to withdrawal. The 
drift is away from investment and specula- 
lative banking toward traditional moorings 
of commercial banking and more strict 
credit control, eliminating excessive interest 
rates on deposits, introduction of metered 
service charges, doing away with wasteful 
competitive practice, requiring audited fi- 
nancial statements from borrowers, proper 
accounting and cost control, and in short 
fewer but better banks. 


SERA LN LG POE SS EIN TG 


oad oh BuO 


ie Marhat PN R ANIA AR ha 





TRUST 


CONGRESS WRESTLING WITH 
BANK REFORM BILLS 


POCHAL and drastic changes to safe- 
guard the operations of member 
banks, increase powers of the Federal 
Reserve and prevent undue diversion of 
banking funds into speculative channels, are 
contemplated in the revised Glass and 
Steagall bills now having right of way on 
the floors of the Senate and House. Some 
doubt is cast on the ultimate fate of the 
banking reform bills at this session because 
of controversial features principally as to 
form of the proposed Deposit Insurance 
Corporation; prohibition against banks 
underwriting securities and precipitate di- 
vorce of investment affiliates as possibly 
obstructing the administration’s inflation 
program and important Treasury financing; 
and retention of the Secretary of the 
Treasury as ex-officio member of the Federal 
Reserve Board, as well as other disputed 
sections. 
It is notable that President Roosevelt, 
while pledged to more rigid supervision, has 
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not openly committed himself on the main 
points in controversy, although expected to 
approve the measure if finally passed at this 
session. It is also reported that Secretary 
Woodin, who is at variance with Senator 
Glass on important changes, will submit 
substitute proposals. Reflecting the general 
attitude of bankers the Executive Council 
of the American Bankers Association has 
voiced its support of constructive features, 
although a storm of protest has been aroused 
by the proposal to insure deposits as viola- 
tive of sound banking. 


As introduced the banking bills carry no 
direct threat of forceful measures to con- 
centrate all commercial banking in the 
national system, although the Glass bill aims 
at driving all state banks into the national 
system by the deposit insurance plan. The 
House bill, on the other hand, gives state 
banks free access to insurance without sur- 
render of charters. The fight, therefore, 


which has been waged by thousands of unit 
bankers against attempts to give national 
banks the advantage of branch banking 


President Roosevelt signing the Farm Relief-Inflation Bill, surrounded by leading Congres- 

sional Sponsors and Administrators of the measure which gives the President the power, if 

he sees fit to use it, to authorize up to six billions of additional Federal Reserve credits 

and Treasury notes, devalue the content of the gold dollar, allowing bi-metallism and unlimited 
coinage of silver at fixed ratio to gold. 
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facilities regardless of state laws, is now 
directed against the deposit insurance plan. 
The pending bills limit the extention of 
state-wide branches to national banks to 
such states as permit state-wide branches. 

The revised bills contain some new and 
altered features, notably subjecting private 
banking houses to periodical examination 
and prohibiting them from doing a security 
business while accepting deposits; prohibit- 
ing payment of interest on checking ac- 
counts and limiting interest on time de- 
posits; admission of mutual savings and 
Morris-Plan banks to Federal Reserve mem- 
bership; permitting closed banks to reopen 
with consent of 85 per cent of depositors; 
increasing term of Federal Reserve Board 
members to 12 years; placing a strict 60-day 
clause on postal savings withdrawals, and 
giving two years grace to banks in divorcing 
security affiliates. Other provisions govern 
borrowing on speculative collateral; “‘open 
market” procedure; advances on govern- 
ment securities; increasing minimum capital 
to $50,000 and $100,000; restricting opera- 
tions of holding companies; fixing interest 
rate on loans; examination of affiliates; re- 


moval of officers found guilty of persistent 
violations and other sections in the original 
Glass bill. No reference is made in either the 
Glass or Steagall bills regarding separation 
of trust business from commercial banks. 
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NOTABLE TRENDS IN BANKING 


S an aftermath of the national banking 
iN moratorium important changes are 

going on in both national and state 
banking. House-cleaning is going on at a 
rapid pace. Most important is the pro- 
nounced movement of merger of banks, and 
increase in number of state banks joining 
the Federal Reserve System. Significant 
also is the fact that most of the state 
banks, now in the hands of conservators, are 
being reorganized as national banks, pre- 
sumably one of the conditions of receiving 
assistance from the Reconstruction Finance 
Corporation. The new bank reform bills 
introduced in Congress include provision to 
facilitate the transfer of trust accounts from 
state institutions where they are being re- 
organized as national banks and authorized 
to exercise trust powers. A most commend- 
able reaction is the zeal with which state 
legislatures are adopting new banking codes. 
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IS DEPOSIT INSURANCE 
INEVITABLE? 


DD viptcy ana by the losses, bank- 


ruptcy and disastrous consequences 

attending the operation of the deposit 
guaranty plan in nine states in which it was 
tried, and has since been abandoned in all 
but two where hopeless deficits sign their 
death warrant, it seems at this stage that 
Congress will experiment with this danger- 
ous scheme, in the thinly disguised form of 
deposit insurance, in the event that the 
pending bank reform bills are enacted at 
this session. The strong feeling among bank- 
ers against this experiment is manifested by 
resolutions adopted at various state bankers 
conventions. President Roosevelt is dubious 
on the propositions. Nevertheless there is 
apparently an overwhelming sentiment in 
Congress in favor of the Deposit Insurance 
Corporation incorporated in both the Glass 
and Steagall bills with some variations. 

The plan is to capitalize the corporation 
with an initial capital of $450,000,000 one 
third each by subscriptions from the 
Treasury, the Federal Reserve Banks and 
member banks, the latter representing sub- 
scriptions based on one half of one per cent 
of deposit liabilities. The corporation would 
have a borrowing power of twice its capital 
and capable of ultimate expansion to 
$2,000,000,000 resources. Deposits of 
$10,000 and less would be fully insured 
while a 75 per cent guaranty is given further 
sums up to $50,000 and 50 per cent on addi- 
tional sums. Administration would be in 
the hands of a board of five directors, in- 
cluding the Comptroller of the Currency, a 
member of the Federal Reserve Board and 
three members selected by the twelve Fed- 
eral Reserve Bank Governors. 

Aside from the fact that experience has 
shown that during bank failure epidemics 
guaranty funds have been invariably ex- 
hausted and stronger banks have been 
penalized for weaker institutions, there is 
the imminent danger under existing condi- 
tions that adoption of the plan would pre- 
cipitate another series of runs on banks not 
eligible or qualified for admission. It is 
significant also that Canada, England, 
France and other great nations have been 
able to maintain sound banking systems 
without resort to guaranty or insurance of 
deposits. 
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ALL EYES ON COMING WORLD 
ECONOMIC CONFERENCE 


ROFOUND hopes are once more 
IP aroused by organized advance toward 
economic and political peace through- 
out this harassed world. Momentous occur- 
rences are being staged in the international 
arena. The knightly role has been assumed 
by President Roosevelt in his dramatic 
appeal to fifty-four nations to affirm their 
sincerity for limitations or reduction of 
armaments by solemnly entering in a defi- 
nite agreement for non-aggression. Shortly 
thereafter, on May 21, the four leading 
powers of Europe, announced from Rome, 
terms of a pact to preserve peace for ten 
years, based upon the Briand-Kellogg 
treaty to outlaw war. Meanwhile the path 
has been cleared for the approaching World 
Economic and Monetary Conference, sched- 
uled to begin in London June 12, by compli- 
ance with the Washington request for a 
tariff truce between nations and as a result 
of parleys at the White House with envoys 
of foreign governments. 

President Roosevelt’s appeal encountered 
enthusiastic response from the Disarmament 
Conference now in session in Geneva and 
from world capitals and hailed in London 
by Prime Minister MacDonald in these 
words: ‘‘America has boldly and openly 
cut her moorings on the quays of the New 
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World.”’ Indeed, this gesture is interpreted 
as officially ending America’s traditional 
policy of political isolation with brighter 
prospects for our entry in the World Court 
if not eventual participation in the League 
of Nations. At the London conference the 
American delegation will no longer bear the 
reproach of “unofficial observers,’ but for 
obvious reasons will hold the trump cards. 


President Roosevelt’s ‘“‘new deal’’ in for- 
eign relations yields promise and opportun- 
ity that America will assert its leadership 
in world solutions, by virtue of its dominant 
position as creditor nation; its wealth of 
resources, and above all, because of the 
urgent cry for release from these years of 
unparalleled economic calamity, intolerable 
trade and exchange barriers, currency de- 
basement and collapse of prices, which 
demand concerted international action and 
abandonment of fatal policies of selfish 
nationalism. Chiefly because of feverish 
resumption of economic warfare, “‘self- 
sufficiency”’ and artificial obstacles of exces- 
sive tariffs, quotas, exchange restrictions, 
etc., the trade of the world, according to 
Secretary of State Hull, according to pre- 
war gains and which should have been 
fifty-two billions in 1932 has shamefully 
fallen to $16,500,000,000, with 75 per cent of 
the two billion population of the world living 
below the poverty line. American wage 


Courtesy of Carnegie Endowment for International Peace 


THE GREAT TARIFF WALLS OF EUROPE 


This striking relief map prepared by Sir Clive Morrison-Bell, graphically shows at a glance 

the present-day tariff barriers erected in Europe is typical of the situation which has involved 

the world in economic chaos and which will be one of the chief problems of attack at the 
approaching World Economic Conference in London. 
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earners alone have suffered losses of pay 
under the 1929 level, aggregating $45,- 
000,000,000. 

The American delegates at the London 
conference will have no authority to enter 
into war-debt deliberations and although 
President Roosevelt has laid down the re- 
casting formula of dealing with debtor 
nations individually, it is only logical that 
this leverage of $28,000,000,000 private and 
public foreign debts owing to this country, 
will supply a tremendous weapon to enforce 
sound monetary, tariff and economic ad- 
justments, stabilizing exchanges and parity 
under the gold standard, coordination be- 
tween central banks and other agenda pro- 
posals to restore free flow of trade and capi 
tal and raise prices. 

The world looks to Washington and Lon- 
don. From the broad political standpoint 
the Presidential plea for disarmament and 
non-aggression implies that this govern- 
ment will be prepared to take its place in 
the ‘‘vacant chair’ at world councils. The 
message breathes of the famous ‘‘Locarno 
spirit” which is essential to dispel distrust, 
fear, renewed competition for armaments 


and ‘‘balance of power or petty seeking for 


preferment.” It calls for international 
supervision of armaments and consultive 
pacts to which this government, in good 
faith, cannot fail to respond. 
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BUSINESS AND INDUSTRY RE- 
SPOND TO ‘‘PSYCHOLOGICAL 
INFLATION” 


HERE is evidently more political 
acumen and wise strategy in the 
so-called ‘‘Roosevelt inflation pro- 
gram’’ than suspected even by shrewd 
bankers and authorities on economic values. 
Thus far there has been accomplished a 
definite and sustained revival in American 
business, industry, employment and prices 
within barely two months, which exceeds 
the most sanguine anticipations entertained 
by the Administration at Washington or the 
confirmed inflationists. This rise exceeds 
seasonal trends, for the first time exceeds 
velocity of commerce and production of the 
previous year and bringing joy to the hearts 
of farmers and producers. 
Inasmuch as none of the carte blanche 
inflation formulas placed in the hands of 
President Roosevelt have neither been ap- 
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plied or become directly operative, as yet, 
the stimulus must be attributed to ‘“‘psycho- 
logical inflation.”” The abyss of depression 
was the consequence of unreasoning defla- 
tion. It is conceivable that the same 
miracle of psychology, now in opposite gear, 
gives us the answer. Business and prices 
tell the same story of substantial improve- 
ment. Steel mills are increasing capacity 
production. The same is true of the automo- 
tive industry, textiles, building construction, 
metals, electric power and railroad traffic. 
Merchandise moves more swiftly, food prices 
are up, bank clearings increase after pro- 
longed period of recession and so on. 

Stocks listed on New York Stock Ex- 
change, during April and the first half of 
May, with average of 30 point rise, have gone 
up to the tune of about ten billions. The 
Federal Reserve statements reflect rapid 
return flow of currency, substantial improve- 
ment in banking and credit situation, with 
discount of the dollar in foreign exchange 
holding more firmly after the initial descent. 

But there is no disguising an undercurrent 
of scepticism and even fear, especially in 
banking circles and among holders of fixed 
obligations. The dread is that speculation 
may regain the saddle and get beyond con- 
trol. This may prove groundless if business 
continues its invigorating pace and the 
President, in his discretion and loyalty to 
sound money, finds it unnecessary to plunge 
the country into the treacherous morass of 
wild inflation. 

A symposium of views expressed by 
bankers and economists, appearing in this 
issue of Trust COMPANIES, affords a cross- 
section of sentiment as to how inflation is 
regarded. There is practical agreement that 
the real sufferers from extremities of infla- 
tion would be the holders of fixed values 
and income, commercial and savings bank 
depositors, bondholders, annuitants, bene- 
ficiaries of trust funds, insurance policy- 
holders and the great masses of wage earn- 
ers and salaried workers. Among the 
spectres are those of repudiation under 
government and private obligations payable 
in gold of present coinage and fineness, 
resulting from gold devaluation and uncon- 
stitutional violation of contract. There is 
the hope, however, that progress will be 
made at the World Economic Conference in 
effecting monetary stability and especially 
the restoration of gold standard. 
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TRUST SERVICE ‘‘GOES ON 
FOREVER’”’ 

MMUNE to devastating wars, bank- 
I ing or monetary crisis and revolu- 
. tionary economic changes, trust serv- 

ice, like Tennyson’s immortal brook, “goes 
on forever.”’ Systems and concepts of bank- 
ing, currency and finance come and go, re- 
flecting the ever-changing tides in the course 
of human affairs. But trusteeship, in its 
essence and true interpretation, is a peren- 
nial growth, rooted in immutable principles 
of economics and fundamental laws of 
equity. Through ages past and ages to 
come, as concrete expression of faithful per- 
formance of sacred obligations, trusteeship 
maintains its even, unalterable course. 

At a time like the present when the world 
seems engulfed in chaos and uncertainty, it 
is well to pause and dwell upon what trustee- 
ship really means. Nowhere in the world 
has this cardinal principle, closely linked 
with human destiny, attained to greater re- 
finement or fruition than in the develop- 
ment of the corporate fiduciary, namely, 
the “trust company,” in the United States. 
No other type of corporate financial agency 


in this country has been so impervious to 
transient changes or rooted itself so securely 
in the confidence of the people, as trust 
service when conscientiously and faithfully 
performed, as the conservator of property 


and estates. Whatever the future may be- 
tide, the fact remains that the agency of 
trusteeship has in itself the seed of its 
greater fulfillment; that the instincts of 
honesty and fidelity which reside therein 
transcend man-made laws and that legis- 
lation cannot prescribe, but must conform 
to essentials of trusteeship in order to be 
effective. 

It is significant in the history of American 
banking that while trust companies have 
preserved their existence and identity that 
commercial banking has been subject to 
change of type and practice. Among the 
pioneer American trust companies some have 
outlived the changes of the past century 
and others are close to the century mark. 
We may cite but a few instances. The first 
corporation to acquire trust powers in the 
year 1822, namely, the old Farmers Fire 
Insurance and Loan Company of New 
York, last year passed the 110th mark as 
the City Bank Farmers Trust Company. 
The Pennsylvania Company for Insurances 
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on Lives and Granting Annuities of Phila- 
delphia, chartered in 1812, when the United 
States engaged in conflict with England, 
and acquiring trust powers in 1836, last 
year observed the 120th anniversary of its 
corporate existence. The first institution 
to bear the title “Trust Company,” was the 
New York Life Insurance and Trust Com- 
pany, chartered in 1830, and perpetuating 
its traditions as the Bank of New York and 
Trust Company. In 1836 the Girard Trust 
Company began its corporate career in 
Philadelphia, and in 1853 the United States 
Trust Company of New York started out 
on its distinguished record of service. More 
space would be required than here avail- 
able to enlarge upon the honor role of trust 
companies which have faultlessly served 
successive generations since before and after 
the Civil War, and have held high the pen- 
nant of trust service through alternating - 
periods of vicissitude and affluence. 

No reference appears in the banking re- 
form bills now debated in Congress regard- 
ing separation of trust business from com- 
mercial banking. This subject has no place 
in current legislative discussion. Trust 
administration has eminently preserved its 
integrity and is not under indictment. 
Fiduciary protection to the public and trust 
management itself would be seriously im- 
paired by any arbitrary disruption of pres- 
sent alignments. Economical and not politi- 
cal influence must guide the future develop- 
ment of trust business. 


, 2%, o, 
~~ ~~ 


DEFENSE OF STATE BANKING 


FFORTS at Washington to emasculate 
the state banking system and through 
legislative preference compel state 
and unit banks to either nationalize or ac- 
quire membership in the Federal Reserve 
System, are being met with organized re- 
sistance. A meeting was recently held at 
Des Moines, Iowa, attended by represen- 
tatives of the bankers’ associations of four- 
teen of the Middle Western states, to effect 
an organized opposition to proposed legis- 
lation by Congress which is directed frankly 
at the concentration of all commercial bank- 
ing under either federal charter or through 
compulsory membership in the Federal Re- 
serve System. One of the arguments put 
up for the banking deposit insurance is that 
it will have the effect of compelling state 
banks to join the national system. 
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COOPERATION IN ORDER FROM 
THE LEGAL PROFESSION 

fa | HE intensive search for protection of 
| T the banking, investment and fiduciary 
o interests in behalf of the general pub- 
lic, seems to overlook one of the most im- 
portant phases, namely that of the preserva- 
tion of the legal rights of the people in the 
care and administration of property and 
estates. In the discussions provoked in 
various parts of the country by certain ele- 
ments in the legal profession, as to hair- 
splitting distinctions between legal practice 
and fiduciary administration, it is often 
made to appear that trust business has in- 
vaded the preserves of the lawyer. The 
underlying motive of such disparagement 
has frequently appeared as prompted by 
selfish and lucrative interests rather than 
those of either protecting the general public 
or exalting professional standards. 

Numerous and an increasing number of 
“codes of ethics’’ entered into between cor- 
porate fiduciaries and bar associations 
throughout the country, testify to the 
growth of mutual and harmonious relation- 
ships between trust companies and lawyers. 
A code of ethics recently approved by the 
New Jersey Bankers Association, based 
upon agreements between trust representa- 
tives and bar associations, is typical of the 
good faith and the extent to which trust 
companies are meticulously avoiding any 
trespass upon legitimate legal preserves and 
seeking to foster good will among lawyers. 
Trust companies have pledged themselves 
to refrain from drafting wills, trust instru- 
ments or other legal documents. They re- 
frain from holding themselves out or adver- 
tising as competent to give legal service or 
advice. They are careful to secure delega- 
tion of independent counsel and to avoid all 
matters of purely legal transaction, court 
appearances and settlement. Joint commit- 
tees are functioning to which all questions of 
practice or ethics are appealed. 

It is a fair question as to whether trust 
service has not been too often placed un- 
justly upon the defensive and most efficient 
service to the public has been stultified by 
seeking to deny to clients the matured and 
accumulated experience from trust manage- 
ment which necessarily involves legal ques- 
tions. It is conceivable that monopolistic 
insistence as to legal advice can be carried 
to an extreme which seriously injures the 
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proper interests of testators, trustors and 
those seeking the best service for fiduciary 
protection. Typical of this demand was the 
recent attempt by lawyers in the New York 
legislature to restore the “receivership 
racket’ defeated by the Governor’s veto 
which would have prohibited trust compa- 
nies or corporations from acting as receivers 
and trustees in bankruptcy. At the recent 
session of the California legislature the 
lawyer contingent attempted to enact laws 
for injunction and contempt proceedings 
directed against trust companies which was 
defeated by a narrow margin only by reason 
of fear that the issue would be carried to 
the people. 

It is proper to inquire if there is not also 
an obligation upon responsible members of 
the legal profession to restrain elements in 
their midst frankly bent upon crippling 
trust service. Proof is at hand that such ele- 
ments are now zealously at work in trying 
to capitalize public feeling due to numerous 
bank failures in order to discredit the in- 
tegrity of trust management. The American 
and local bar associations owe it to their pro- 
fession and as a matter of fairness to oppose 
such tactics. The most eminent jurists have 
stressed the need of regulating lawyers in 
the practice of the law and purging the pro- 
fession from undesirables. Legislation might 
well be considered to place lawyers under 
bond to insure faithful accounting for 
clients’ funds in their hands; prohibiting 
lawyers from acting as attorneys and fidu- 
ciaries under “divided allegiance; regulat- 
ing fees, such as mortgage foreclosures to the 
same extent that fees are regulated in pro- 
bating estates. The time is opportune for 
responsible members of the legal profession 
to make common cause with trust people to 
cement their kindred relationships in a 
spirit of public interest and protection of 
property. 

An example of the type of cooperation 
whereby lawyers and trust companies mutu- 
ally recognize their respective obligations, 
is furnished by recent reports submitted at 
the annual convention of the Pennsylvania 
Bar Association by a committee of the state 
bar association and a committee on coopera- 
tion representing the state bankers associa- 
tion, detailing the progress toward har- 
monious relations in accordance with a 
“Declaration of Principles” adopted by 
these state organizations one year ago. 
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SELECTIVE DISTRIBUTION OF 
BANK DEPOSIT RISKS 


S a practical alternative to the deposit 
insurance scheme before Congress an 
interesting plan was suggested at the 
recent annual convention of the Pennsyl- 
vania Bankers Association by O. Howard 
Wolfe of Philadelphia in his presidential 
address. He would segregate a certain large 
group of depositors who are not entitled to 
bank insurance or guaranty, but who are 
willing to pay for it. He excludes savings 
and time deposits because they are deliber- 
ately deposited to secure interest. As re- 
gards commercial demand deposits to secure 
collection service or credit accommodation, 
Mr. Wolfe avers that it is unfair that this 
type of depositor should contribute risks 
in the shape of loans from the bank and yet 
be immune to the effect of such risk in case 
he is given a guaranty or insurance. 

His plan of selective risks would apply 
especially to the largest group of socalled 
utility deposits who maintain checking ac- 
counts to pay their debts. In total number 
such depositors comprise not less than 50 
per cent and in many cases 80 per cent, 
while their total deposits comprise but 10 
per cent on the average of the whole deposits. 


Mr. Wolfe suggests legislation permitting 
a bank to receive on deposit funds desig- 
nated as service accounts, utility deposits or 
for political reasons, perhaps, guaranteed 
deposits. Banks maintaining such accounts 
may limit any one despositor to not more 
than $500.00, the funds to be invested 
50 per cent in U. S. securities or in loans 
collaterally secured by such securities. A 
currency reserve of at least 10 per cent shall 
be maintained against this type of deposits, 
the balance on deposit in Federal Reserve 
banks only with appropriate amendment to 
the Reserve Act. To compensate bank for 
such service, banks shall be permitted to 
make a charge in accordance with the service 
rendered, in no case, however, greater than 
$1.00 per month per account, nor more than 
5 cents per check collected or paid. The 
plan gives every depositor a chance to elect 
whether or not he will take an account at 
risk or whether he will put his funds in a 
bank prepared substantially to guarantee 
payment. The plan has the advantage of 
placing the cost where it belongs, namely, 
upon the depositor. 
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DELAY IN REOPENING BANKS 


ORE than 14,000 of the 18,000 banks 
closed by the national banking mora- 
torium have resumed operations on a 
normal basis, releasing over three billions of 
deposits. Gratifying as this may appear, 
the fact remains that hundreds of millions 
of dollars of deposits in banks that remain 
closed or in the hands of conservators have 
been impounded because of needless delay 
in facilitating reorganization on the part of 
banking and R. F. C. authorities at Wash- 
ington. Proof is at hand of instances where 
high-handed and arbitrary conduct on the 
part of conservators has interfered with re- 
organization and reopening of banks, where 
new capital and wholehearted cooperation 
from depositors assigning claims or taking 
preferred stock in lieu of percentage of their 
deposits, was forthcoming. The R. F. C. 
has thus far purchased preferred stock of re- 
organized banks since the banking holiday 
amounting to $18,000,000 with agreements 
for additional purchases up to $21,600,000 
and with total loans to aid banks and trust 
companies since the corporation began 
operations of $289,864,000. Legislation is 


pending to speed reopening of banks. 


EUGENE R. BLACK 


Governor of Federal Reserve Bank of Atlanta, who suc- 
ceeds Eugene Meyer as oa of the Federal Reserve 
oar 
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TRUSTEE INVESTMENTS IN COR- 
PORATE OBLIGATIONS 


HE Supreme Court of Pennsylvania 
ey recently rendered a decision in an 

appeal from a trust accounting in the 
estate of Maroney which is of special inter- 
est to trust companies. The Peoples- 
Pittsburgh Trust Company, as trustee un- 
der the will of Dennis Maroney, filed a 
partial account showing the investment of 
funds in a bond and mortgage of a private 
corporation. One of the beneficiaries of the 
trust excepted to this item in the account 
solely on the ground that the investment 
was in a bond of a private corporation, which 
is prohibited by Art. III, Sec. 22 of the 
Pennsylvania Constitution. 

The Supreme Court affirmed the decision 
of the Orphans’ Court dismissing the excep- 
tion, pointing out that the taking of the 
corporation’s bond in addition to the 
mortgage did not bring the investment 
within the prohibited class. Justice Linn, 
who delivered the opinion, said that the 
intent of the constitutional provision was to 
prohibit investment in personal securities of 
private corporations. He gives as examples 
of personal securities the bonds of the Penn- 
sylvania Railroad Company secured by its 
general mortgage of July 1, 1867, the gen- 
eral mortgage bonds of the Philadelphia and 
Reading Railroad Company, and the general 
mortgage bonds of the Lehigh Coal and 
Navigation Company, all of which had been 
made legal for the investment of trust funds 
by special acts. Therefore, the point de- 
cided is: that a trustee may invest in the 
bond and. mortgage of a corporation when 
the trustee itself is designated mortgagee, 
but that a trustee may not invest in the 
bonds of a corporation secured by a general 
mortgage to a trustee for the benefit of the 
holders of the corporation’s bonds. 


So Se & 
a ae 


EFFECT OF GOLD EMBARGO 


vy HE international and trade effect of 
] the gold embargo declared by Presi- 

dent Roosevelt was discussed recently 
by Fred I. Kent, Exchange Controller of the 
Federal Reserve Bank of New York in a 
recent address. He said: ‘“The gold embargo 
declared in Washington, April 19, 1933, was 
the spectacular method of a President who 
desired to call the attention of all the world 
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to the chaos that was developing in inter- 
national trade through the growth of eco- 
nomic nationalism and at the same time lay 
the groundwork for a return to sound 
procedure. 

“The consequences of this act have al- 
ready borne good fruit and it would seem as 
though the shock to the trade of all coun- 
tries has been sufficiently great to show 
beyond question the futility of an interna- 
tional competition in trade restrictions. The 
absolute necessity that foreign trade have 
some stabilized base for price making has 
also been brought home to all commercial 
countries. Together with the appreciation of 
this fact there is reason to believe that there 
is a growing belief that unwise restrictions 
to the exchange of goods between countries 
are in existence to the detriment of all, that 
international good will instead of economic 
nationalism is necessary to the world and 
that ways should be promptly found to 
eliminate all of the unfortunate trade bar- 
riers that exist between the nations. This 
does not mean, in the case of countries with 
an excessive debt charge in foreign money, 
that they can freely allow imports without 
consideration of the problem involved in 
paying for them; but it does mean that a 
way may be found to develop a sound inter- 
national exchange of goods with full allow- 
ance being given to the international debit 
position.”’ 


eo > 
INSOLVENT CORPORATE TRUSTEE 


N Millmans Estate, 17 D & C (Pa.) 
566, the court recently decided that a 
corporate trustee which has efficiently 
conducted a trust for fifteen years will be 
allowed reasonable compensation for serv- 
ices rendered, although it is obliged, before 
the termination of the trust, by reason of 
insolvency, to relinquish the trust estate. 
Millman died in 1899 and by a decree of 
the court, the Republic Trust Company was 
appointed trustee for a daughter. The name 
of the Republic Trust Company was later 
changed to United Security Trust Com- 
pany. In 1929, the trust company failed 
and was taken over by the banking depart- 
ment. The court found that the trustee 
had faithfully administered the trust for 
fifteen years and was therefore entitled to 
proper commissions. 
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DANGERS DESCRIED IN THE ADMINISTRATION 
INFLATION PROGRAM 


OPPOSITION TO UNCONTROLLED CREDIT AND CURRENCY DEBASEMENT 


(Views of Leading American Bankers and Economists) 


(Epiror’s Note: Unquestionably a feeling of grave apprehension has been aroused 
in conservative banking and business circles, which is shared by foremost economists of the 
country, as to the possible disastrous consequences which might ensue from employment of 
the unprecedented authority conveyed to the President by the inflationary provisions attached 
as a “rider” to the farm relief bill passed by Congress. While there are many who are loath 
to believe that President Roosevelt will recklessly avail himself of the power to issue additional 
Federal Reserve credit and unbacked Treasury notes up to the total of six billion dollars and 
hazard the dangers that inhere in devaluation of the gold dollar, there is also fear that he will 
be subjected to immense pressure from the avowed “‘inflationists’’ in Congress, determined 
to stimulate prices and seek business recovery by a path that in all economic history has been 
shown to end in failure. The following assembly affords illuminating evidence of the pre- 
vailing thought on the subject among representative bankers and economists. It is significant 
that the dominant judgment is averse to any incursion into the treacherous field of legislatively 


stimulated inflation.) 


CONFIDENCE IN SOUND MONEY 
IS NECESSARY TO BUSINESS 
RECOVERY 


COL. LEONARD P. AYRES 
Vice-president of The Cleveland Trust Company 


A sound money is one in which all people 


at home and abroad have enduring confi- 
dence because of their full faith that it will 
continue to serve adequately as a medium 
of exchange and a standard of value. His- 
torically it has been repeatedly demon- 
strated that the continued maintenance of 
such confidence depends on two requisites. 
The first is that the money shall be based 
on something of intrinsic value such as gold, 
usually through free convertibility into coin 
or bullion. The second and more important 
requisite is that the quantity of the money, 
and the bank credit based upon it, shall be 
kept under complete control and closely ad- 
justed to the needs of agriculture, industry, 
and trade. 

The new legislation aims to produce infla- 
tion by supplying money and credit more 
rapidly than the needs of business require, 
and so to induce general price advances. It 
gives the President power to make effective 
four provisions for increasing our money 
supply. The first allows him to enlarge Fed- 
eral Reserve credit. This would provide ex- 


pansion if banks and businessmen should 
use the credit so rendered available. 

Such an inflation, held within reasonable 
limits, would be beneficial, for it would re- 
sult from business activity. To be successful 
it must be based on confidence, for credit 
is embodied in faith in the future. The other 
three provisions tend to nullify the confidence 
requisite for the success of the first measure. 
One is for the printing of fiat money, another 
for debasing the gold dollar, and the third 
for the unlimited coinage of silver. 


REAL SUFFERERS FROM 
INFLATION 


FRANCIS H. SISSON 


Vice-president Guaranty Trust Company of New York 
and President of American Bankers Association 


Advocacy of inflation is based on the 
ground that it would assist debtors. This 
would be true in so far as inventory values 
were increased, relative labor costs reduced, 
and business activity and earning power 
stimulated. On the other hand, the individ- 
ual wage earner or holder of a fixed in- 
come might find it more difficult to meet 
his debt requirements because of his re- 
duced margin of income over and above his 
cost of living. 'The real sufferers from infla- 
tion would be the holders of fixed values and 
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incomes—commercial and savings bank de- 
positors, bondholders, annuitants, benefi- 
ciaries of trust funds, and insurance policy- 
holders—and the great masses of wage earn- 
ers and salaried workers, who would revert 
to their position of World War days, when 
they were forced to struggle for increased 
wages and salaries against a rising cost of 
living. In recent years, the position of wage 
and salary earners, in many cases, has been 
exactly the opposite. Many workers have 
received increases in real wages, inasmuch 
as their money wages have fallen only after 
a fall in the cost of living, and then not 
commensurately. 

Many place their faith in inflation on the 
assumption that inflation can be made to 
operate at the time and in the manner in- 
tended. This assumption is open to serious 
question. Inflation in Germany had the 
unexpected effects of loosening a flood of 
speculation that carried prices to levels far 
higher than seemed to be warranted by the 
increase in the amount of money in circula- 
tion. The government found itself unable 
to meet its obligations, and further inflation 
was the only possible solution. On the other 
hand, the effort made in this country last 
year to produce credit expansion by means 
of an easy-money policy on the part of the 
Federal Reserve banks failed to exert any 
perceptible influence on credit prices. 

Efforts at monetary manipulation belong 
in the realm of dangerous experiments. 
Desire for the application of such policies 
would quickly subside if men in general 
could be brought to realize that the law of 
supply and demand is as valid and as power- 
ful in the field of money and finance as it is 
in the field of commerce and _ industry. 
Attempts to interfere with the operation of 
that law entail consequences far beyond the 
ability of anyone to foresee. 


ADVERSE EFFECT OF INFLATION 
ON BONDS AND TRUST 
INVESTMENTS 


E. W. KEMMERER 


Research Professor of International Finance, 
Princeton University 


An important factor which is often over- 
looked in discussions of currency devalua- 
tion is the fact that our principal creditor 
in the United States, on long-time account, 
is the bondholder, and, inasmuch as a large 
proportion of our debts consists of corpora- 
tion debts, the largest single class of debtors 
is that of the stockholders, namely, the class 
which owns the corporations that owe the 
debts expressed in the bonds. Corporation 
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debts (long- and short-term bonds, and 
notes) in 1932 are estimated by Irving Fisher 
to equal about seven times the volume of 
farm mortgages and other’ agricultural 
loans combined. 

A great part of our bonds is owned by 
insurance companies, savings banks, and 
other banks, universities and colleges, scien- 
tific, charitable, benevolent and other wel- 
fare institutions in their endowment funds, 
by pension funds, and by widows and or- 
phans, and other beneficiaries of funds held 
in trust. These creditors are our most con- 
servative investing classes—classes whose 
welfare is a matter of such great social im- 
portance that we protect many of them by 
special laws which restrict the investment 
of trust funds to a limited and supposedly 
safe field of investments. In these restric- 
tions, bonds and mortgages are favored, and 
investments in equities like common stocks 
are usually disfavored. 

A reduction in the gold content of the 
dollar, or any policy which led to a break- 
down of the gold standard and a heavy in- 
flation, would take funds from the creditor 
and give them to the debtor. The stock- 
holder would gain, to a large extent, what 
the bondholder lost. Our corporations would 
pay off their debts in cheaper dollars and 
our stockholders would gain scores of. bil- 
lions of dollars at the expense of the bond- 
holders. This would greatly favor the specu- 
lative classes at the expense of the conserva- 
tive creditor classes of the types just men- 
tioned. Although helping certain classes, like 
farmers, home-buyers with mortgages on 
their properties, and others, who are really 
suffering under the burden of long-time debts 
during this temporary period of abnormally 
low commodity prices, any plan involving an 
extensive devaluation of our gold unit would 
cause great injustice. 


ABANDONMENT OF STABLE 

STANDARD AND DELIBERATE 

DEBASEMENT OF CURRENCY 

OGDEN L. MILLS 

Former Secretary of the Treasury of the United States 
The Inflation bill authorizes the Chief Ex- 
ecutive in his discretion to change the value 
of the gold dollar by reducing the number of 
grains and ‘to issue, if he sees fit, three bil- 
lion dollars of paper dollars with no security 
of any kind back of them. These provisions, 
in effect, will authorize the President not 
only to impair countless contracts affecting 
the rights and property of millions of indi- 
viduals, but to repudiate in part the obliga- 
tions of the Government of the United States. 
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bonds and notes that, in accordance with 
specific statutory enactment, carry on their 
face the promise to be paid in gold dollars 
of the present standard of value may, under 
the terms of this bill, be redeemed in gold 
dollars of a lower standard of value. We 
are not to do this under tthe compulsion of 
necessity. Our government is to break 
faith as an act of free choice. We may be 
told the necessity exists. I say that it does 
not, any more than I know of any necessity 
for abandoning the gold standard. 

The mere existence of a large volume of 
unused money or credit will not affect prices. 
They are related to two factors: the volume 
of credit or money in use, and the rapidity 
or velocity with which it is used. In other 
words, one dollar spent twice does the work 
of two dollars. It is obvious, therefore, that 
the problem of inflation does not simply 
involve the creation of credit or money, but 
stimulation of use and of a rapid turnover, 
which means increased business activity. 
How can business men afford to make fu- 
ture commitments when the entire base of 
the price, wage and monetary structure may 
be arbitrarily altered at any moment by the 
fiat of a single individual? 


NO NEED FOR CURRENCY EXPAN- 
SION OR DEPARTURE FROM 
GOLD STANDARD 


HON. CARTER H. GLASS 
United States Senator from Virginia 


An expansion of the currency? Federal 
Reserve notes outstanding today exceed by 
nearly $3,000,000,000 the outstanding Re- 
serve notes in 1929, in those days of prosper- 
ity on paper, prosperity in the orgies of the 
stock gamblers who have ruined this country. 
Yet we have not been willing to pass a bank 
bill in the Congress of the United States de- 
signed and effectively framed to avert a 
repetition of that sort of thing. 

If there were need to go off the gold stand- 
ard, very well, I would say let us go off the 
gold standard; but there has been no need 
for that. If there were need for currency 
expansion, I would say let us expand, though 
I fail to comprehend how much better off 
one is with $2 which will purchase no more 
than the $1 which he had yesterday. 

The history of inflation has been recited. 
Yet here today we are flying right in the 
face of human experience, rejecting it all. 
My colleagues talk about serving the public. 
What public? The men who work for a wage, 
the neediest of all classes of the public; the 
clerks and the stenographers and the profes- 
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sional men, constituting in the aggregate 
half, yea, more than half, of our laboring 
population, will be the people to suffer under 
this unbridled expansion. That is what it is, 
because the rein is so loose that the steed 
will never stop until he goes over the preci- 
pice and kills his rider at the bottom thereof. 


FALLACIES OF RAISING PRICES 
THROUGH INFLATION 
BENJAMIN M. ANDERSON, JR., Ph. D. 
Economist of The Chase National Bank of New York 

The surest sufferer from any reckless use 
of the powers to debase the currency con- 
tained in the new legislation would be the 
budget of the United States Government, and 
consequently the credit of the United States 
Government—and there can be no doubt, 
I think, that this is well understood in 
Washington. If there should be a violent 
rise in prices and cost of living as a result 
of monetary depreciation the expenses of the . 
government would mount much faster than 
its revenues. 

Out of the prevailing vagueness of concep- 
tion as to what constitutes “inflation” comes, 
readily enough, an easy optimism as to the 
possibility of “controlling inflation” once it 
gets going. ‘There are those who believe that 
commodity prices, measured in an irredeem- 
able paper money, can be controlled and fixed 
by a mere regulation of the quantity of 
money and credit extended. They believe 
that it is possible to move prices up and 
down merely by opening or closing certain 
valves in a financial control-mechanism,. This 
view very largely ignores the workings of 
the human mind, and contents itself with 
mathematical equations or with vague gen- 
eralities. 

The present level of wholesale commodity 
prices, according to the Bureau of Labor Sta- 
tistics index number, is approximately 60 per 
cent of the 1926 price level. Taking the pres- 
ent price level as a base, a rise of 66 per 
cent would be required to bring us back to 
the 1926 price level. To accomplish a 66 per 
cent commodity price rise in any short pe- 
riod of time would mean to go through a 
speculative boom of very great intensity, in 
the course of which we should generate fear- 
ful distortions and abnormalities in the rela- 
tions among the prices of different types of 
commodities and in the relations between 
prices and costs. We need no 66 per cent 
price rise ‘to bring about restoration of busi- 
ness activity. A much more moderate rise in 
the average would give us a much better bal- 
anced situation. 
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FEAR OF OVER-INFLATION IS 
OVERDONE 
JOHN MOODY 
President of Moody’s Investors Service, New York 

In looking at events since President 
Roosevelt was inaugurated, one must, I feel 
convinced, adopt a philosophy toward the 
future. I say a philosophy rather than a 
view, for who is bold enough or foolish 
enough to imagine that he can foresee the 
outcome in its details. The details do not, 
for that matter, concern us nearly as much 
as the general meaning and the general trend 
of events. 

With this in mind, let me say that I be- 
lieve the apprehension over inflation is over- 
done. I think it is plain that the President 
has an instinct for following the soundest 
course that may be politically possible—an 
instinct derived from his background and 
training and from his obvious intelligence 
and proven by his first acts after inaugura- 
tion. 

But even if that were not So, I should be- 
lieve first that there exist such automatic 
checks (such as the weight of opinion of 
labor, of our great, intelligent middle class, 
of life insurance companies, savings banks 
and trustees) against a runaway inflation 
and, secondly, that conditions are so ripe 
for a normal recovery in business conditions 
as to promise that a senseless and uncon- 
trolled inflation has small chance, if any, of 
appearing. ‘Therefore, I am hopeful of the 
gradual emergence of sound and healthy 
business and financial conditions, and I do 
not feel concerned, at this stage, about the 
ill effects of a possible, but highly improb- 
able currency inflation. A more normal or 
more natural type of business revival is the 
more likely outcome, according to my philo- 
sophy. 


INFLATION AS A_ TACTICAL 
MANEUVER 


ROGER W. BABSON 

President Babson’s Statistical Organization 

As matters now stand, I judge that the 
Administration will successfully handle not 
only the inflation measures, but the bigger 
program in which these discretionary pow- 
ers play a part. Inflation is a tactical ma- 
neuver in the broader strategy to which we 
are committed. The United States is now 
full speed ahead on uncharted seas. Colleg 
professors are on the bridge. The President 
is in supreme command. With control thus 
concentrated, the country is dashing into the 
welter of world trade and finance, interna- 
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tional relations, and the deep game of for- 
eign exchange. Other nations were veterans 
in such affairs long before the United States 
learned to walk. These are the deeper im- 
plications of the bold tackling of inflation 
and other giant projects. Hence, I feel that 
the next ninety days may be the most im- 
portant in the history of our nation—most 
important for good or evil. 

Four chances out of five, when revival gets 
under way, business will soar back toward 
normal with a rush. I can see one chance 
in five that inflation or some other experi- 
ment of the new deal might come to grief. 
Actual business records covering sixty-three 
years shows that in every major depression 
the final upward surge from bottom toward 
normal has been steep. Here, then, is the 
heart of this question of inflation: earlier in 
the so-called cycle, neither inflation nor dic- 
tatorship could have prevailed. Now that 
the tide of fundamental conditions has 
turned, the power to inflate has given the 
Administration a strong whiphand and a 
long whip. .Without actual inflation, at a 
crack of the lash, business will leap. Re- 
member that the President has taken a con- 
tract to put business back to normal: and 
in view of social conditions today, he knows 
that the essence of that contract is speed. 


REFLATION AS A NECESSITY 
IRVING FISHER 
Professor of Economics, Yale University 

In my opinion, reflation is an absolute 
necessity and, without it, we would have 
soon plunged into chaos. I have given the 
reasons for this conclusion in my “Booms 
and Depressions.” In brief, this is my “debt 
theory” of depressions. When, as in 1929, 
too much debt has been accumulated the ef- 
fort to liquidate, by causing distress selling 
and using up of bank deposits in paying off 
bank loans, brings about deflation or a swell- 
ing dollar in terms of commodities. If the 
overload of debt was great enough, each dol- 
lar of debt still owed would grow faster 
than the number of dollars owed would 
shrink. This implies that the debt measured 
in commodities will increase from the very 
effort to decrease it. The mor the debtors 
pay in money, the more they owe in goods. 
So the same causes which started the defla- 
tion grow stronger and make more deflation. 

Since the fundamental trouble is the swell- 
ing dollar, the fundamental cure is to re- 
duce this swelling. This is reflation. Refla- 
tion is a corrective for deflation (or for in- 
flation, as the case may be). As soon as 
this reflation (corrective inflation) gets the 
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price level, and so the dollar, back to that 
at which the average outstanding debts were 
contracted, it should stop. 3eyond that 
point it will do harm and instead of a vicious 
spiral downward of prices, we shall have a 
vicious spiral upward. 

While I unhesitatingly approve of reflation 
as a necessity, I realize the possibility of its 
being overdone and believe great vigilance 
must .be exercised when the time comes to 
stop. I hope Mr. Roosevelt will soon state 
his objective (say the price level of 1926) 
and shall expect him to go no further. 


WHEN INFLATION BECOMES A 
DISHONEST AND HUMILIATING 
EXPEDIENT 
A. D. NOYES 
Financial Editor of The New York Times 
Inflation of the American currency through 
the process authorized by the bill which has 
passed Congress—the issue of United States 
notes irredeemable in gold and their use to 
redeem or retire part of the public debt— 
would unmistakably be creation of fiat 
money in order to meet routine public ex- 
penditure. All economic history and all eco- 
nomic experience has testified that this ac- 
tion by any government is not only dishonest 
but is certain to be disastrous. The recourse 
has never been adopted in the United States 
since the extreme pressure of the Civil War. 
Its adoption by Germany between 1914 and 
1923 was a consequence of the European war, 
followed by a crushing indemnity, and _ it 
ended in the depreciation of the whole Ger- 
man currency to worthlessness. Adoption of 
the plan at this time in the United States, 
even ‘tentatively, would mean that the strug- 
gle of ignorant politicians for outright fiat 
money, which was ended for sixty-seven 
years by Grant’s veto of the Inflation bill of 
1874, had been renewed successfully. It 
would also mean that the United ‘States was 
the only nation in the world which had re- 
sorted, during the present depression period, 
to this dishonest and humiliating expedient. 


RELIEF FROM DISASTROUS 
DEFLATION 

From the Officer of a Leading New York Bank 

I am very much of the opinion that the 
President and his advisors have better and 
more numerous sources of information than 
iny of the rest of us and that our only 
ourse at the present time is to back him 
ip and give his plans a chance to prevail. 
| believe we were headed towards a pit of 
deflation which would have meant nothing 


but destruction and disaster. I think we 
might readily run into an extreme of infla- 
tion which would also be disastrous. The 
policy of the revival of values and increase 
of velocity, which would bring us somewhere 
between these two extremes, seems to be the 
ideal. One can argue that it is difficult to 
hold to a middle road of that kind, and that 
anything smacking of inflation is dangerous. 
My answer to that is that life is nothing but 
one series of dangers and certainly the de- 
flation policy we were pursuing was one of 
the most dangerous of all. 

In forming an ordered judgment as to 
just what bearing the currency inflation has 
upon the fifteen or twenty different economic 
problems which must be faced and acted 
upon is frankly too intricate for my mind. 
And I have read almost everything that has 
been said and written on the subject in the 
last six months without coming to any other 
conclusion than that there is no prophet wise 
enough to tell us exactly what is going to 
happen. One can only get the “feel” of the 
situation and go ahead from day to day with 
confidence, being willing, as Walter Lipp- 
mann said in a recent article, to change our 
course as the weather changes, and as a cap- 
tain would navigate a ship. 


SOWING THE WIND AND REAPING 
THE WHIRLWIND 


F. CYRIL JAMES 


Wharton School of Finance and Commerce 
University of Pennsylvania 


It is apparent that if the provisions re- 


cently enacted by Congress are efficiently 
used they may in the early stages produce 
an inflationary rise in the price level and 
a resultant expansion in the volume of busi- 
ness activity. Such a result is possible, but 
by no means certain—for we must not forget 
that the strenuous attempts at “reflation” 
pursued by the United States during the 
last year of President Hoover’s administra- 
tion utterly failed to produce the desired 
results. Despite these efforts prices con- 
tinued to fall and business grew more de- 
pressed. Yet it is probable that we should 
fear the success of the present inflationary 
plans more than their failure—because such 
a success would involve the probability of 
another era of feverish prosperity followed 
by a depression even more severe than that 
which we are now going through. 

There are many reasons for such a gloomy 
prophecy. In the first place we know re- 
markably little about monetary theory, and 
what we do know is certainly not enough to 
enable anyone to determine with precision 
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the effects of any given policy or the exact 
manner in which the rate of increase in the 
price level can be controlled. Secondly, even 
if we were in possession of such knowledge 
a very efficient banking system would be 
necessary as a controlling mechanism, and 
that banking system would need to be highly 
responsive to the policies of the central mon- 
etary authority. Unfortunately these condi- 
tions do not exist at all in the United States 
today. 

There are several foreign countries that 
have experienced during the last decade the 
unpleasant aftermath of seductive inflation- 
ism, although they had banking systems more 
highly organized and more responsive to con- 
trol than that of the United States. Finally, 
it may be suggested, in the light of these 
two statements, that a policy of inflation is 
fraught with especial danger at a time when 
the retarding influence of an international 
gold standard no longer exists. While such 
a standard is by no means perfect, it does 
place a useful limitation upon dangerous 
monetary policies provided that it is allowed 
to operate with a reasonable degree of free- 
dom. 


DANGER OF INFLATION GETTING 
BEYOND CONTROL 
DR. CHESTER W. WRIGHT 
Professor of Economics, The University of Chicago 
Facing the necessity of choosing between 
a continuation of the present course of de- 
flation with its inevitable recapitalizations, 


bankruptcies, and the resulting difficulties 
for individuals or concerns holding bonds, 
mortgages and stocks and an effort to start 
reflation or inflation, I am forced to the 
conclusion that the latter affords a greater 
net gain. The general acceptance of the 
belief that the downward movement of prices 
was to be stopped would in itself prove a 
marked stimulus to business, to say nothing 
of the effects of a clear announcement of 
the intention on the part of the government 
to bring about a moderate rise in prices. 
Aided by the growth in employment that 
would follow, the resulting increase in the 
volume of business would probably enable a 
great majerity of the sound, well-managed 
concerns to operate on a profitable basis. It 
should be remembered, however, that our 
present difficulties are due not only to a low 
price level, this chiefly amecting debtors, but 
are also due to the fact that prices and costs 
of different goods and services have not 
fallen in the same proportion, due to what 
is frequently called the “stickiness” of some 


prices. Hence in the adoption of a policy of 
inflation, it would be highly desirable if this 
could in some way be supplemented by meas- 
ures which would prevent those prices and 
costs which have not fallen as much as the 
general level from rising in the same degree 
as the general level is advanced. 

Of course the great danger involved in an 
inflationary policy arises from the fact that 
inflation, once started, may get out of hand 
Economically it is° perfectly possible to con 
trol it, but whether it will be controlled is a 
political problem. Also, it is essential to re- 
member that an inflationary movement, once 
started, gathers momentum as it proceeds, 
as is constantly illustrated in economic his- 
tory. To stop the movement anywhere near 
a given level, the brakes must be put on 
well before that level is reached. 


DEBASEMENT OF CURRENCY 
FALLS MOST HEAVILY UPON 
LABORING CLASSES 


H. H. HEIMANN 


Executive Manager, National Association of Credit 
en 


There is a mistake abroad in the land that 
a reduction of the gold content of the dollar 
would fall most heavily upon the rich. The 
fact is that it would have to be shouldered 
mostly by the laboring classes. It is, indeed, 
confiscatory in nature. To my mind, outside 
of printing press money, it is the most vi- 
cious type of inflationary measure. I would 
not go so far as to say the gold backing of 
currency might not be reduced somewhat 
from the present 40 per cent scale to, per- 
haps, 35 per cent or even 30 per cent, pro- 
viding the same regulations were adoptel 
along comparable bases in other nations, and 
all nations returned to a gold basis. In that 
case, every one would be on the same basis 
and there would be a rigidity about the 
currency that would develop a_ stabilized 
currency. 

It is the stabilization, not the value of the 
currency, that is essential in the flow of com- 
merce and trade. Fluctuating currency not 
only disturbs but destroys commerce between 
nations, and domestically as well, when do- 
mestic monetary policies lack stability. Even 
this move, of course, would have the effect 
of bringing about a certain measure of write- 
off or confiscation, to the extent that the 
gold backing would be reduced, but it would 
not be as vicious as would be a reduction of 
the gold content of the dollar by as much 
as 50 per cent. 
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TRUST INVESTMENT EXPERIENCE DURING THE 
DEPRESSION 


ACTUAL RECORDS SHOW CONSERVATION OF PRINCIPAL AND 
REASONABLE INCOME TO BENEFICIARIES 


RAYMOND W. HALL 
Vice-president, The First National Bank of Kansas City, Mo. 


(Epiror’s Notre.—The interesting comparisons of individual investments and trust 
investments contained in this article, covering the past depression years, are based upon 


extended research work and citation of actual and typical examples. 


They demonstrate 


that trust companies have succeeded during this trying period in two of their important 
duties, namely, in conserving principal of trust estales and providing reasonable income 


to beneficiaries. 


As a further result of his research and the experience of a number of trust 


officers whom he consulted, Mr. Hall submits a definite plan of trust investment with limi- 
tations and restrictions applicable to each trust.) 


T is interesting to listen to discussions 

during a period of depression of the vari- 

ous policies pursued by individuals, cor- 
porations, insurance companies and trustees, 
in making investments, having in mind the 
conservation of income and principal. The 
experiences of the last few years have in 
large measure resulted in disaster for all 
investors who did not follow some definite 
plan with definite restrictions on the type 
or kind of securities purchased. 

The Wall Street Journal recently reported 
total bonds in default of $3,571,000,000 which 
included $222,000,000 added since March 15, 
1933. This total includes railroads, public 
utilities, corporations and real estate bonds, 
and if to this we add the millions of city 
and farm loans and additional millions of 
municipal bonds now in default the individ- 
ual investor may wonder if any plan or pol- 
icy could be followed, the result of which 
would definitely assure the continuation of 
income and resultant conservatism of prin- 
cipal. 

A small number of our people can truth- 
fully say they have succeeded in preserving 
for themselves a steady flow of income and 
an undiminished principal account and are 
frank and proud to say this has been ac- 
complished through the purchase of United 
States Government obligations and very high 
grade municipal bonds. The great majority 
of the individual investors have not been 
so conservative and have purchased securi- 
ties without a definite plan or policy, because 


:hames of its customers. 


of a “hunch” or good advice of a “friend,” 
or after a picture of great profits painted by 
the earnest vendor of securities. 

A steady stream of conversation about 
losses, shortage of income, failures in busi- 
ness, moratoriums, bank failures and about 
insurance companies should stir the trust 
official to activity in his department, in ae- 
counting for his stewardship, particularly 
during the last few years. 

Comparing Trust Company With 
Individual Investments 

Have the trust departments of our banks 
been successful during this most difficult 
time in the conservation of income and prin- 
cipal, or have they suffered equally with the 
individual investors? If they have done no 
better than the individual investor, what 
reason have they to exist? 

It is a definite rule of all of our trust 
institutions that trusts may be established, 
wills placed on file, and any other form of 
trust service rendered without publicity, and 
all such matters are held in great confidence. 
No one has the right to this information ex- 
cept our beneficiaries and legally constituted 
authorities. The trust official cannot, there- 
fore, make public reports of investments 
made by it in any account nor divulge the 
It may, however, 
enlighten the public of its activities and in 
doing this may assemble information from 
actual experiences. 

The trust officer should be in a position 
to make comparisons of investments by indi- 
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viduals and those made by his institution. 
The ideas of many investors about the 
strength and character of securities pre- 
sented to him from time to time, with lists 
of securities already purchased, have given 
the trust official a rich experience. Compari- 
sons should be easy for him as he ean as- 
semble the ideas and mistakes of many. 
Many of the bank’s customers have watched 
the decline in values, omission of interest 
and dividends, and have then decided some- 
thing is wrong with the system used, or the 
advice given, with the result, the entire list 
of securities is offered to the bank as trustee 
in the form of a living trust or some form 
of agency or management trust. 

Let it be understood that the writer of 
this article does not claim banks and trust 
companies never make mistakes in the pur- 
chases or sales of investments. No individ- 
ual or institution can care for the great 
volume of money entrusted to trustees with- 
out at times missing the high or low point 
in the market, and without at times pur- 
chasing some securities which at a later 
time may be found to be less desirable than 
at the time the purchase was made. How- 
ever, it is claimed that banks and trust com- 
panies do pursue a conservative policy in 
making investments regulated and controlled 
by law, and the experience of the last four 
years clearly indicates the value and safety 
of trusts safeguarded by law and controlled 
and managed by experienced investors. 


Typical Experience Cited by Trust Officers 

For the sake of comparison, the experi- 
ences of three trust officials within the last 
month are given and it is believed these are 
typical cases. The only purpose in relating 
these experiences is so the reader, if he be- 
lieves they are. typical cases, may have an 
opportunity to judge for himself the respec- 
tive merits and claims of the individual in- 
vestor and the experienced trustee. 

Mr. J., a successful business man, had 
accumulated his earnings over a period of 
twenty-five years. He had subscribed to an 
investment service and during his leisure 
hours had tried to keep posted on his invest- 
ments. This individual admitted all of his 
time was needed for his business, but he 
thought he could keep advised about his in- 
vestments and he had always felt he had 
been fairly conservative. Over the period of 
years he invested a sum of $259,000. Fifty- 
nine thousand of this amount was invested 
in United States Government, municipal, 
federal land bank, public utility, industrial 
and foreign bonds and the balance in com- 
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All of the bonds. have continued 
to pay interest but $89,30 cost value of 
stocks have omitted dividends. The value of 
the investments made by him have declined 
from $259,000 to $120,500, or about 45 per 
cent. In addition to the very substantial 
depreciation in the principal account, this 
investor’s income was so reduced that at the 
time he consulted the trust officer he was 
receiving currently slightly more than 2% 
per cent on the actual cost price of his securi- 
ties. These securities have been, or will be, 
entrusted to the trust department of a bank 
for care, with the hope that a more conserva- 
tive and exacting policy may be followed. 


mon stocks. 


L, a successful doctor, visits a trust offi- 
cial and discusses his investment troubles. 
He exhibits his list of securities, showing 
that over the period of many years he had 
purchased largely municipal bonds yielding 
a high rate of interest, and, in making these 
investments had acted and relied upon the 
advice of a friend in the bond business. The 
list turned over to the trust officer clearly 
indicated an investment of over $200,000, 
of which $150,000 par value bonds were in 
default. With so many bonds in default the 
actual income received by the doctor from 
income-producing securities is only 1.63 per 
cent on the total cost price of his invest- 
ments. He asked the trust company to ac- 
cept this list of securities and attempt a 
revision and restoration of principal and 
income. 

Mrs. H had lived in a large city all of her 
life, and, upon the death of her mother and 
father, had sought the advice of a real es- 
tate agent and an attorney. Her estate was 
in a large measure inherited. The total in- 
vestment in securities, made by her repre- 
sentatives for her, amounted to $750,000. 
These investments were divided between the 
real estate loans, municipal bonds, some cor- 
poration, public utility, railroad and real es- 
tate building bonds, and common and pre- 
ferred stocks. The market value of her se- 
curities declined 30 per cent. Twenty-four 
per cent of the cost price of her securities 
are actually in default and no dividends or 
interest is being paid on them. The original 
income produced from these securities gave 
the investor a yield of approximately 5 per 
cent and with the defaults the current yield 
has been reduced to slightly more than 3 
per cent. 

It is believed that the experiences given 
above apply to the majority of our people, 
who during the last three or four years 
have invested money without a definite plan 
or program, and without definite restrictions 
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on the securities considered and purchased. 
The examples related have come from three 
trust officials, who have stated that they are 
actual examples and that the facts and fig- 
ures given are correct. 


Survey of Trust Estates Show That Trust 
Companies Have Succeeded 


If we now turn to the experiences of trust 
companies in the making of investments 
quite a different story is told. As indicated 
above, it is impossible for one trust official 
to assemble the information from other 
banks and trust companies, so as to give the 
public an idea of the composite experience 
of all trust companies. For the comparison 
undertaken, let us take 44 trust estates, 
which have been established for the most 
part prior to 1929. The total aggregate orig- 
inal value of these trusts amounted to §$6,- 
922,237.92. The average size of each trust 
was the sum of $157,323.58. The smallest 
trust was $5,000 and the largest $1,690,000. 
The market value of the assets of all of 
these trusts, as of May 1, 1933, was only 
3.90 per cent less than the original value. 

The particular forty-four trusts were se- 
lected because the trust company was re- 
sponsible for at least 70 per cent of all of 
the investments made. Perhaps of greater 
interest is the present status of these securi- 
ties from the standpoint of paying interest 
and the principal promptly, when and as the 
Same matured. Only 2.99 per cent of the 
original carrying value of all securities had 
defaulted in the payment of interest or prin- 
cipal. 

Trust companies are not only charged with 
the important duty of conserving the prin- 
cipal, but, in addition thereto, must supply 
the beneficiaries with income in reasonable 
amounts and without interruption. The in- 
come from the forty-four trusts varied, de- 
pending upon the size of the trust and the 
income of the beneficiaries from other 
sources. The larger trusts yielded a smaller 
return, due to the fact that the investments 
in those trusts were largely in tax exempt 
Securities. The income from each trust was 
computed from the date the trust was es- 
tablished and averaged over the life of the 
trust. The actual annual averaged incomes 
of all trusts were then added together and 
the average yield on the original value of 
‘29 per cent determined. This represented 
1 net return to the beneficiaries, after all 
expenses, including the compensation of the 
trustee, had been deducted. Many of the 
smaller trusts returned net income to the 
beneficiaries in excess of 5 per cent. The 


larger trusts, with funds largely invested in 
tax exempt securities, necessarily reduced 
the average net return on all trusts. 

If the examples and comparisons given in 
this article are representative and fair (and 
it is believed they are) trust companies have 
succeeded in two of their important duties 
of, 

(1) Conserving the principal. 

(2) Paying reasonable income to the bene- 
ficiaries. 

This result is due to many safeguards 
placed around trust companies by law, cus- 
tom and by rule of the trustee. A definite 
plan with limitations and restrictions is 
adopted for each trust. Some of these re- 
strictions and rules may be enumerated as 
follows: 


A Definite Trust Investment Plan 


(a) The trustee must follow the will or 
agreement in making investments. If the 
instrument is silent as to the kind of in- 
vestments that can be made, it is the usual 
practice to purchase so-called legal invest- 
ments. 

(b) In many states laws have been passed 
definitely describing the kind of investments 
that may be purchased for trust funds, such 
as New York, Connecticut and other states. 
The securities, which may be purchased un- 
der the laws of these states, are considered 
conservative. 

(c) In many states where no specific law 
has been passed, trust companies follow the 
savings bank law. This is done by most 
trust companies in Missouri. 

(d) If the will or trust agreement au- 
thorizes the trustee to purchase non-legal in- 
vestments, and if the trustee in its discre- 
tion decides to purchase such investments, 
the actual purchase of the security must be 
approved by a group of from three to seven 
officers or directors of the bank, generally 
known as the Investment Committee. 

(e) The Investment Committee approves 
all sales and purchases. 

(f) All securities purchased by the trus- 
tee and all original investments are periodi- 
cally reviewed by the Trust Committee. 

(g) Between reviews by the Investment 
Committee the securities in the trusts are 
reviewed by trust and investment officers. 

(h) Real estate loans are personally ex- 
amined and approved by at least two execu- 
tive officers who are members of the Invest- 
ment Committee. 

(i) Statistical and advisory services are 
employed and used by the trustee. 
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(j) The general credit facilities of the 
bank are available to assist trust officers and 
committees in passing on any matter. 


New Law Affecting Trust Companies 

The exact procedure of the trust compa- 
nies may differ in some respects, but in 
general, the same safeguards are used and 
applied. New laws are being considered or 
passed in several states and by Congress, 
which will or do affect trust companies. A 
trust department is organized to render serv- 
ice of the highest type, impartial, loyal, sym- 
pathetic service. A just reward in the na- 
ture of reasonable compensation for its serv- 
ices is naturally expected, but no bank or 
trust company should expect, and in the 


opinion of the writer is not entitled to, any 


LIFE INSURANCE POLICIES AS 


In an address at the recent annual con- 
vention of the New Jersey Bankers Associa- 
tion, Edward O. ‘Stanley, Jr., of the Mu- 
tual Benefit Life Insurance Company of 
Newark, discussed “Life Insurance Policies 
as Collateral Security.”” He said in part: 

“With the decline in market values that 
has occurred in all the usual forms of se- 
curities acceptable to banks as collateral for 
loans, and with the exhaustion of all other 
available collateral security in the case of 
many borrowers, there has been an increas- 
ing use, sometimes at the suggestion of the 
lending banks, of life insurance policies as a 
form of collateral security. With the univer- 
sal acknowledgment of the strength and 
soundness of the insurance companies and 
of their splendid record during the past three 
years, it has come to be recognized that such 
collateral, if the present value of such in- 
surance can be made available to the lending 
bank, is a most valuable form of security, 
and I have no doubt that the future will 
show a greater use of life insurance as col- 
lateral than the past. 

“The advantages of life insurance as col- 
lateral are (1) that its value is non-fluctuat- 
ing, (2) the amount of such value can be 
promptly and definitely ascertained, and (3) 
where the proper procedure is followed, the 
full amount of such value will be immediate- 
ly paid in cash. In other words, it has liquid- 
ity, fixed value and security. But it has dis- 
advantages also; (1) it is non-negotiable, 
that is, it is not transferable by delivery, 
(2) it cannot be sold on an exchange and a 
market price obtained, (8) there must be a 


compensation other than that fixed by the 
agreement, or by law, or by custom. 

With the divorce of bond departments and 
security affiliates from trust companies a cer- 
tain amount of criticism directed to trustees 
will be eliminated. A large number of banks 
and trust companies will welcome any new 
laws that will accomplish this end. When 
this is done, it is believed trust companies 
will not only avoid criticism but will experi- 
ence a greater degree of success in serving 
their beneficiaries. With all of these safe- 
guards placed around trust funds and a suc- 
cessful experience over many years, the in- 
dividual investor may seek a definite plan 
and organized program for the care of his 
investments through the service offered by 
banks and trust companies. 
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COLLATERAL FOR BANK LOANS 


eareful inspection of documents in the light 
of well settled life insurance law to ascer- 
tain whether the title is clear and the value 
available, (4) the execution by all necessary 
parties of documents must be obtained, and 
(5) to liquidate the security there is the 
necessity of dealing with the company issu- 
ing the policy and meeting its requirements, 
(6) moreover, the recurrent premiums must 
be watched and possibly paid by the bank if 
the policy is not to lapse. But it should be 
borne in mind that the modern life insur- 
ance contract and the rights, privileges and 
obligations inherent therein were not planned, 
and life insurance is not generally sold with 
a view to the convenience of bankers. The 
practice of the companies has grown up with 
the primary consideration in mind of the 
protection and recognition of the interests 
of the policyholder and the beneficiary. 


REVOLUTION IN MORTGAGE FINANCING 
IS DUE 


Revolutionary changes in the methods of 
financing real estate mortgages is predicted 
by Louis K. Boysen, who recently resigned 
as a vice-president of the First National 
Bank of Chicago to organize a private firm 
which will specialize in mortgage reorganiza- 
tions. He states that enactment of the home 
loan and farm mortgage bills will result in 
a large part of existing mortgage debt of 
the country being taken over by govern- 
mental agencies calling for eventual divorce 
of real estate mortgage business from the 
banking system. 
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EFFECT OF INFLATION PROGRAM ON LIFE INSURANCE 
AND FIDUCIARY INVESTMENTS 


ROBBING CREDITORS TO RELIEVE DEBTORS 
CLAUDE L. BENNER 


Vice-president, Continental American Life Insurance Company, Wilmington, Del. 


(Epitor’s Note: There is manifest concern among conservative investors and particu- 
larly life insurance companies, trust companies and savings banks as to the possible adverse 
consequences of the inflationary powers vested in the President by the recent Congressional 
enactment, affecting fired obligations of indebtedness, including mortgages, bonds, public 
utility and railroad securities. Particularly as to devaluation of the gold dollar, Mr. Benner 
makes it clear that this means a direct and punitive redistribution of wealth; that the progress 
of inflation involves the tragedy of placing a premium upon bad or speculative investment 


rather than upon conservative and sound investment management. 


He discusses the effect 


of inflation upon various classifications of life insurance investments which parallel in the 
main, the bulk of securities in which trust and estate funds are invested.) 


Hk inflation bill passed by Congress 
as a rider to the farm relief act, au- 
thorizes the President, if he deems it 
advisable, to take four separate courses of 
action to produce inflation. Of prime inter- 
est to institutional investors, particularly life 
insurance companies, trustees and others is 
the effect of such legislation upon various 
Classification of investments including bonds, 
mortgages and other evidences of indebted- 
hess, 
Four Steps to Incite Inflation 
The first authorization in the Administra- 
tion inflation program is for the Treasury 
Department to induce, whatever that may 
mean, the reserve banks to buy an additional 
$3,000,000,000 of United States obligations or 
securities of corporations financed by the 
Federal Government such as the Reconstruc- 
tion Finance Corporation. This proposal is 
nothing new because the Federal Reserve 
banks have been following it for a year now 
with the result that they already have in 
their portfolios federal securities of nearly 
>2,000,000,000 and in spite of this expansion 
of credit on their part, no inflation either of 
credit or prices has taken place. 
The second proposal to induce inflation 
‘Ss to do with issuing unsecured United 
States notes, in other words—greenbacks— 
such as were issued during the Civil War, 
or what the economist calls—fiat money. 
The maximum authorization of these notes 
‘ again $3,000,000,000. It is proposed to use 


this new paper money for “The purpose of 
meeting maturing federal obligations or for 
purchasing maturing United States bonds or 
other obligations of the United States.” To 
the extent, of course, that these notes are 
issued to pay off outstanding government 
bonds, the government is simply substituting 
non-interest bearing promises to pay for its 
interest bearing bonds. 

The new notes are to be legal tender and 
there is to be no provision for their redemp- 
tion in gold. Provision, however, is made 
for their gradual retirement at the rate of 
4 per cent per year. Issuing paper money 
for this purpose, of course, is simply meet- 
ing governmental expenditures by printing 
paper money. Leaving the Gold Standard 
and providing for inflation by this method 
is an extremely dangerous precedent to es- 
tablish however unharmful the first issuance 
of such currency may be. 


Devaluation of Gold Dollar and Indebtedness 

The third proposal to bring about inflation 
is to lessen the gold content of the dollar. 
Instead of having it what it is now at 
23.8 grains of gold .9 fine, the bill will leave 
up to the discretion of the President to 
lessen this content by 50 per cent. This de- 
valuation of the gold dollar should hardly 
be called a method of inflation, it is rather 
a direct redistribution of wealth, taking 
away, if you please, by legislative enactment 
one-half the value of all bank deposits, life 
insurance values, bonds, mortgages and other 
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evidence of indebtedness. It is in a word 
writing down the debts of the country by 
50 per cent and, inasmuch as something can- 
not be had for nothing, robs the creditors to 
the same extent that it relieves the debtors. 
Whatever political justification there may 
be for such legislation, it is well to realize 
just exactly what we are doing when the 
dollar is devaluated. 

The fourth and last means of getting in- 
flation has to do with our old friend “silver.” 
The Act provides that $200.,000,000 can be 
accepted for payment of principal or inter- 
est due from any foreign government or gov- 
ernments on account of any indebtedness to 
our government, at a price not to exceed 
$0.50 an ounce. This silver is to be used as 
a base for additional currency. The Act 
also authorizes the President to provide for 
the free and unlimited coinage of silver at 
a fixed ratio with gold. 


Classification of Investments Affected 

What now will be the effect of such legis- 
lation, particularly upon life insurance in- 
vestments? No answer can be given to this 
question for life insurance investments as a 
whole because inflation will affect each class 
in a different way. It is necessary, there- 
fore, to make a broad classification of life 
insurance investments into the following di- 
visions: 

1. Mortgages on farm real estate. 

2. Mortgages on city real estate. The sub- 
division here of mortgages secured by resi- 
dences and mortgages secured by business 
properties. 

3. Public Utility securities. 
. Railroad securities. 

Government, state and municipal bonds. 


~ 


Prices and Farm Mortgages 
Irrespective of what method of inflation 1s 
employed to raise prices with the exception 
of actually printing paper money for the 
purpose of paying governmental expenses, the 
most direct method by which prices are ef- 
fected are exports and imports. For instance, 


if the gold dollar is de-valued in relation 
to foreign currencies then it will be cheaper 
for foreign nations to buy goods in this 
country and as our principal exports are 
agricultural products, we may expect infla- 
tion to raise the prices of these products 
first and furthest. This will have an im- 
mediate effect upon the prosperity of the 
farmer and will certainly cause agricultural 
real estate to increase in value with the 
result that, I believe we can say positively, 
should the gold dollar be de-valued by 25 
per cent or 30 per cent that it would not 
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only make good every farm mortgage now 
in the portfolios of the life insurance com- 
panies but it would also make it possible 
for the companies to sell their present farm 
real estate holdings at a sizable profit during 
the next few years. 

It has been the history of inflation through- 
out the world that commodity prices always 
increase more rapidly than the prices of 
manufactured products and as our principal! 
export commodities are agricultural products, 
inflation, if pursued, is certain to raise these 
prices, make farming more profitable and, as 
farmers always have an insatiable demand 
for land, we may reasonably expect a thriv 
ing market for agricultural real estate about 
a year after inflation has been well under 
way. 

Influence of Inflation on City Real Estate 

Inflation will have a somewhat different 
effect upon the values of city real estate. 
Even should inflation cause building costs to 
increase, this may not necessarily mean that 
the foreclosures of mortgages on city prop- 
erties will stop nor that there will be a 
thriving market for city real estate. For 
instance, if a town is over-built, having a 
considerable number of vacant houses, the 
cost of reproducing new houses in such a 
town will have little or no influence upon 
the prices of the houses already built be- 
cause there will simply be no demand for 
additional houses in such a town, with the 
result that demand for houses alone will set 
the price. Costs of reproduction will only 
determine the prices of houses in those cities 
where new housing needs to be built. Inas- 
much as a considerable number of our cities 
are now over-built from any way in which 
we may define the term “over-built,” per- 
sonally, I cannot see how inflation is going 
to bring an active city real estate market 
with rising prices in the majority of our 
cities. 

To the extent, of that inflation 
stimulates the volume of business and causes 
the total volume of sales to increase, a mer- 
chant will be able and will be compelled to 
pay higher rents with the result that the 
values of well situated store properties 
should inerease in value because there al- 
ways tends to be a scarcity of very desirable 
locations for stores and therefore, well lo- 
cated business properties will no doubt in- 
crease in value. 

Public Utility Securities Will be Harmed 

Public Utility securities as a class will be 
harmed by inflation for the simple reason 
that it is reasonable to expect that public 


course, 








ASS HR DONT ASIII ee me 


LB sais hance 


sao SNS Sb toll A Le 


© iatcota die ase 


te Neate sina eed SS 


TRUST COMPANIES 531 


utility commissions will not permit public 
utility rates to be raised as fast as the gen- 
eral price level increases. Public utility com- 
panies, therefore, caught between a fixed 
price for their product set by law and rising 
costs of production, brought about by infla- 
tion, will necessarily suffer, with the result 
that we may expect all but the very highest 
grade of public utility bonds to go down in 
price because of inflation. It will be re- 
called that this is exactly what happened to 
public utility securities during the Great 
War when inflation increased prices so much 
and public utility rates were not increased. 

I appreciate full well that the revival of 
business is going to increase the demand 
for public utility services with the result 
that the gross income of public utilities will 
be greater and, while this will no doubt for 
a time offset increased costs of operating the 
utilities resulting from inflation, neverthe- 
less, I feel certain that in the end the ris- 
ing operating costs will more than offset 
the influence of the larger volume of busi- 
ness. A higher price level for commodities 
and labor will not only affect the utilities 
through their out-of-pocket operating costs, 
but primarily through maintenance costs and 
new additions to plant and equipment. Even 
if direct labor costs are a small part of util- 
ity expenses, nevertheless, it must always be 
remembered that obsolescence is very rapid 
in the public utility industry and in many 
eases publie utility companies are almost re- 
built every decade with the result that it 
will not be long before the property account 
of a public utility company will be all re- 
placed on the higher price level. Then, when 
this takes place, if public utilities rates are 
not raised the old rates will not provide a 
satisfactory return on the invested capital 
which has been made on the higher price 
level. 


Reaction on Railroad Bonds 

Railroad bonds, particularly speculative 
ones, Should increase in price, not because 
railroad rates will be increased but because 
as inflation proceeds and increases the total 
volume of business in the country, the rail- 
roads will have more traffic to carry, as lack 
of traffic rather than low rates has been the 
eause of the railroads’ trouble during the 
past three or four years. As such a large 
percentage of railroad expenses are fixed ex- 
penses which will not change materially with 
inflation, an increased amount of traffic will 
certainly spell increased prosperity for the 
railroads. I feel that railroads will ibe 
harmed less by inflation than public utilities 


because it is not likely that additional in- 
vestments either in maintenance or for new 
property additions will have to be made in 
such great volume by the railroads as by 
the utilities. 


Municipal Securities and Inflation 

If the experience of the past can be re- 
lied upon, it would seem that inflation if 
brought about through rapid expansion of 
credit on the part of Federal Reserve banks 
will increase interest rates and this, of 
course, should cause bonds of the Federal 
Government to sell lower than they do at 
present. Assuming that the federal budget 
will be balanced and that the credit of the 
government is not impaired, government 
bonds will fluctuate in price inversely with 
the rate of interest. Of course as inflation 
increases and the purchasing power of money 
decreases, there will naturally be a flight of 
capital from all fixed interest bearing obli- 
gations irrespective of their security into 
real estate and equities, investments whose 
income is not contractual and fixed. 

Should inflation stimulate business and as 
it raises the price level, it will make it 
easier for people to pay their taxes and, as 
it is likely that the costs of government will 
lag behind the rising price level, municipalities 
should find it easier to balance their budgets 
with the result that many municipal bonds 
which now seem quite likely to go to default 
will be restored to a good investment status. 
In other words, I think it quite likely that 
municipal bonds as a class will be improved 
through inflation. 


Punitive Effect on Conservative 
Investment Management 

Finally, I think one could say without 
much exaggeration that life insurance com- 
panies will benefit or be harmed by inflation, 
depending upon the nature of their assets. 
Those companies which today have their as- 
sets in the best shape, that is having a high 
percentage of public utility, government and 
the highest grade of railroad bonds, together 
with conservative mortgages on city real 
estate, will be harmed by inflation, that is, 
their investment position will be made worse 
rather than better by drastic inflation. 

On the other hand, companies today whose 
investments are of a speculative nature and 
drastically deprectated, will benefit through 
inflation, that is, the company whose invest- 
ment list is made up of farm mortgages, 
speculative railroad bonds, common stocks 
and speculative industrial preferred stocks 
and mortgages on city business properties 
will be benefited by inflation. 
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Finally, we may summarize the influence 
of inflation upon life insurance investments 
by saying that a company will benefit by in- 
flation in direct proportion to the conserva- 
tism of the company’s investment policy in 
the past. Those life insurance companies 
which have always pursued a conservative 
investment policy, making their investments 
primarily from the point of view of security 
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of principal taking what interest rate they 
could get on the highest grade of securities 
will be harmed by inflation, while those com- 
panies which, in the past, bought speculative 
securities, always trying to get the highest 
return possible will be the companies bene- 
fited by inflation. It seems a tragedy that 
inflation will work to put a premium upon bad 
management rather than good management. 


2°, o, 2°, 
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ACHIEVEMENT IN LIQUIDATION OF NEW YORK BANKS ACCOM- 
PLISHED BY THE MANUFACTURERS TRUST COMPANY 


A most important chapter in preserving 
the solvency of the New York banking situa- 
tion embracing the trouble period since the 
summer of 1931 and reaching its climax with 
the general banking holiday last March, was 
brought to the final stages when the Manu- 
facturers Trust Company recently forwarded 
checks to twenty New York clearing house 
banks and trust companies and to the pri- 
vate banking firms of J. P. Morgan & Com- 
pany, and Speyer & Company, representing 
full payment of advances made to protect 
interests of depositors of ten local banking 
institutions, five of which were forced to 
close and five of which found difficulty in 
meeting demands upon them. 

The Manufacturers Trust Company, under 
the guidance of Harvey D. Gibson was 
chosen in 1931 by clearing house institutions, 
as the organization through which to assem- 
ble the deposit and other obligations of the 
banks either closed or confronted with ex- 
ceptional demands and to liquidate their af- 
fairs for the benefit of depositors with the 
least possible embarrassment to depositors or 
business interests. How ably that job was 
accomplished is related for the first time in 
a statement recently issued by Mr. Gibson 
and which, without reference to his own 
part, reflects most credibly to his genius in 
protecting the New York banking field dur- 
ing its most strenuous experience. 

The successful liquidation of involved 
banks in New York has been practically ac- 
complished without any loss to cooperating 
banks, responding to the call of the State Su- 
perintendent of Banks and to that of Presi- 
dent Hoover. Total amount of deposits made 
available in full or in part to depositors 
of the ten banks in liquidation amounted to 
$36,200,000 with total assets liquidated to 
date amounting to $37,800,000. Total num- 
ber of individual depositors in the ten banks 
whose interests were protected, either by 
liquidation in full or relieved by payment of 
50 per cent on account and in some cases 


by further liquidating dividends, numbered 
108,000. Under this operation business men 
and merchants were enabled to carry on 
their affairs with minimum of trouble and 
with permission to renew notes when con- 
ditions warranted. Sacrifice of was 
avoided and depositors of the ten institutions 
conducted their normal affairs on substan- 
tially the same terms as those of the regu- 
lar customers of the Manufacturers Trust 
Company which handled the accounts as part 
of the regular routine of the bank. 


assets 


TAXATION OF REVOCABLE TRUSTS 

A recent ruling by the Orphans’ Court of 
Philadelphia holds that revocable trusts are 
taxable as of the date of death. The sub- 
stance of the decision is that where the 
creator of a trust reserves to himself the 
power of revocation, and later relinquishes 
the power of revocation, but retains the 
income for life, the state inheritance tax is 
assessed at the rates in effect when the 
trust was made irrevocable. 

Leffmann executed a deed of trust in 1915 
to the Provident Life and Trust Company 
as trustee, covering certain personal prop- 
erty. The trustee was to hold the assets and 
pay the income to the creator of the trust 
for life, and after his decease to others. In 
1925, he executed another written instru- 
ment divesting himself of the right of revo- 
cation. The court held that the inheritance 
tax should be assessed as of the date of the 
execution of the second agreement and the 
‘ate should be 10 per cent as against the 
rate of 5 per cent which was in effect in 
1915. The court pointed out that although 
the rule was different so far as the federal 
state tax is concerned, the courts of Penn- 
sylvania were not bound by that rule. 


The Supreme Court of the United States 


has declined to advise a lower court as to 
legal procedure to secure release of alleged 
funds held in trust in closed banks. 
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It’s Our Job to Manage 
Estates and Trusts 





CITY BANK FARMERS TRUST 
COMPANY, America’s oldest trust 
company, whose charter marked 
the inception of corporate trustee- 
ship in this country, is today a 
trust company exclusively. It does 
no commercial banking business 

.. sells no securities. Its entire 
personnel is dedicated to a single 
purpose — the care and manage- 


ment of the property of its clients. 


CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 


22 William Street—New York 
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BURROUGHS 


TRUST 
MACHINE 


+ 


HANDLES ALL 
TRUST ACCOUNTING RECORDS 


Where the volume of personal trust work does not require the 
full-time use of a machine, this Burroughs will also post a wide 
variety of other records, such as stockholders’ ledgers, dividend 


lists, coupon records, deposit tickets, and general ledger. 


In this way Burroughs Trust Machine provides the advantages 
of machine-posted records throughout the department and, at 


the same time, reduces accounting expenses. 


A Burroughs representative will be glad to show you how to 
use Burroughs Trust Machine on various kinds of work. Tele- 
phone the local Burroughs office, or write to the Burroughs 
Adding Machine Company, Detroit, Michigan. 


Burroughs 


ACCOUNTING SYSTEMS e ACCOUNTING MACHINES 
FOR ANY TRUST COMPANY FOR ANY TRUST SYSTEM 
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WHERE THE RESPONSIBILITY LIES FOR CONSTRUCTIVE 
BANKING REFORM 


SOME PROFITABLE LESSONS TAUGHT BY THE RECENT BANKING CRISIS 


FRANCIS H. SISSON 


President of the American Bankers Association and Vice-president of the Guaranty Trust Company of 
New York 


(Epiror’s Note: 


The banking crisis has not been without comforting assurance of 


giving the general public a new conception of its own responsibilities toward banks. It has 
laid the groundwork for constructive reforms, and reorganizations. Mr. Sisson, as the stand- 
ard bearer of the American Bankers Association, voices the good faith of American bankers 
in pledging wholehearted cooperation toward the present Administration to make banking 
immune to failure or questionable methods, insofar as this can be accomplished through 
statutory prescription and strengthening the Federal Reserve System. He places due emphasis 
upon the potent influence which bankers can exert in securing the observance of high standards 
among themselves and also discusses objections to proposed ‘‘Deposit Insurance.’’) 


HERE can be no question that the 

people of the United States should 

have a banking structure based on con- 
ditions rendering the banks immune from 
failure and wholly free from bad or question- 
able banking. It is not enough, as the Presi- 
dent in his radio address the evening of 
March 12 said. that while some bankers had 
been incompetent or dishonest this was not 
true in the vast majority of our banks. We 
believe that a situation should exist in 
which there is not even a small minority of 
bankers open to question. 


Essential Elements in Securing Sound Banking 


In a business so dependent upon public 
faith as banking, one conspicuous unfortu- 
nate occurrence has the malign power to 
destroy the good will and sound banking 
conditions created by literally thousands of 
instances of flawless, though routine, daily 
banking transactions. Largely because of 
this fact, public distrust in banking during 
the past three years grew far out of pro- 
portion to any basis of reason. Public policy 
and sound banking both demand that hence- 
forth there should be no room for dishonesty 
or incompetency to exercise any appreciable 
influence in banking anywhere. While to a 
certain degree bad faith and bad manage- 
ment enter the human factor in all types of 
husiness, their effects in banking should be 
surrounded by such special safeguards as to 
render them no longer an effectual factor in 
causing bank failures. 


The responsibility for bringing this desired 
condition about, however, cannot rest upon 
the bankers alone for the means to accom- 
plish it are not wholly in the hands of the 
bankers. There are two other essential ele- 
ments. One is the quality of government 
supervision over banking. Since in this 
country we rely so greatly upon the device 
of public supervision, it is axiomatic that 
unless it is of the highest order in safeguard- 
ing the public interest, it may actually weak- 
en the structure by creating a sense of false 
security. Supervision should render bad 
banking impossible, but it has failed to do so. 
There was no lack of supervision by pre- 
sumably the highest type of bank supervisors 
in every one of the instances of questionable 
banking that has shocked the attention of the 
country during the past three years. We 
therefore believe that a thorough reorgani- 
zation, consolidation and strengthening of 
the bank supervisional field in this country 
is called for if the people are to be expected 
to rely on it to the fullest extent for the 
protection of their interests. 

Another essential factor in bringing about 
the desired situation involves the part played 
by the public in creating a sound banking 
structure. There is certainly a responsibility 
on the people themselves to support that type 
of banker whose rigid adherence to sound 
principles makes a sound bank, rather than 
to give their patronage to the easy going 
banker who may be easier to do business 
with but whose methods create a weak bank. 
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Responsibility on Bank Customers and 
Borrowers 


In another major aspect are bank custo- 
mers charged with as great a responsibility 
in protecting the safety of their banks as 
are bankers themselves. I refer to the utili- 
zation of the assets of the banks by their 
borrower customers. Banks have failed in 
the vast majority of because their 
loans and securities, created in good faith 
by bankers in cooperating with the business 
interests of the country, proved unsound un- 
der subsequent conditions. An unsound loan 
is created by the borrower as well as the 
banker. A large part of the condition of un- 
sound credit that has contributed to the de- 
pression was caused by the pressure, competi- 
tive and otherwise, placed upon the bankers 
in their community to go along with its in- 
dustrial and mercantile interests in their 
business plans to what later events proved 
to have been unwise lengths. 


cases 


I emphasize this point in order to empha- 
size the fact that a bank is truly a semi-pub- 
lic institution in a reciprocal sense—it has 
its obligations to the public, but so has the pub- 
lic equal obligations to the bank. No one who 
has not sound banking principles at heart 
has any business in a bank whether as a 
banker or as a customer. Of course, had the 
country remained prosperous, the vast bulk 
of bank loans and securities would have re- 
mained as sound as gold itself—but the 
tragic alchemy of the depression in effect 
turned the very gold of their soundness into 
lead. The great fact is that a bank is only 
as sound as its community, and this applies 
also to the banking structure as a whole in 
relation to the economic condition of the 
nation. 

The banker, as a semi-public servant, is 
charged with the heaviest of responsibilities 
and obligations that occur in our economic 
life, but he can meet these fully only through 
the cooperation of good laws, good public of- 
ficials who are empowered to exercise author- 
ity over his bank, and good business methods 
on the part of business men generally who 
utilize his bank, Only through such coopera- 
tion by all elements in our nation’s com 
munity life can we be assured of a failure- 
proof banking structure. 


Pledging Cooperation to the Administration 


We believe that the Administration at 
Washington has taken hold of this problem 
with a firm grasp of essentials and is exer- 
cising splendid leadership toward the desired 
end. We pledge our utmost possible sup- 
port and cooperation in the fulfillment of 
these constructive purposes in the publie in- 
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terest and bankers throughout the nation 
are working loyally with the Government so 
that it shall realize its high purposes for 
the general public good. 

We believe that the strongest feature of 
the government program will be found in 
recognizing the joint responsibility of the 
public, of business and of government offi- 
cials together with the bankers themselves 
in creating the kind of banking the nation 
should have. Unless this unity of purpose is 
made a practical working fact the desired 
progress in banking reform cannot be 
achieved, for the bankers cannot go it alone. 
ast history shows that a large bulk of bank- 
ing troubles have been caused by conditions 
and circumstances wholly beyond the con- 
trol or responsibility of the bankers. This 
means that needed reforms do not lie solely 
within the banks. 

If there is any comfort to be taken from 
the disastrous banking experiences of the 
last three years, some of it is along the line 
of the educational object lessons received by 
the general public as to its own responsibili- 
ties and the possibilities of its own acts in 
respect to the banks. I believe, looking at 
it wholly from the point of view of the pro- 
tection of their own interests, the people re- 
alize as never before the public dangers in- 
volved in indiscriminate gossip and rumor- 
mongering regarding banks. Hundreds of 
millions of dollars have been lost to deposi- 
tors in good banks for no other reason than 
that these banks were destroyed by baseless 
mouth-to-mouth gossip about them. Some of 
it was thoughtless—but much of it was pre- 
meditated. 


Loose and Unwarranted Attacks on Bankers 

Equally destructive have been loose, un- 
warranted political attacks upon banks and 
bankers. Aside from honest comment on 
financial matters, there was a great volume 
of demagogiec attacks on banking for no other 
motive than to increase public distrust and 
discontent and create votes. I refer specific- 
ally to such instances as that of a candidate 
for district attorney in a midwestern state 
whose chief campaign slogan was a promise 
to the people “to indict the bankers” if he 
was elected. He was not elected. 

Again, referring to less reprehensible as- 
pects of this matter of the relations between 
the public and their banks, there is the ques- 
tion of the instability of bank depositors dur- 
ing times of stress. One of the great object 
lessons taught by the banking disaster was 
the fact that a hysterical minority among 
the depositors of a perfectly sound bank 
could destroy the bank by unreasoning runs 
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and cause the loss of their deposits to the 
rest of their fellow depositors. The clear 
implication of this is that it may be desirable 
hereafter to set up some legalized and prop- 
erly supervised restraints on the withdrawal 
of deposits in times of stress without pre- 
judice to the position of the banks. 


Reform From ‘‘Within” 

But while bankers see these necessary re- 
forms in elements outside the banks, they 
are not blind or opposed to proper reforms 
Within the banks. This is perhaps. best 
summed up in the program of suggestions 
that has been formulated for the American 
Bankers Association in a study by its Eco- 
nomic Policy Commission. The Commission 
feels, and I am sure bankers generally will 
agree, that the desired strengthening of bank- 
ing through legislative means cannot be ef- 
fected by the hasty enacting of the restric- 
tive measure that was under discussion last 
year, prior to the banking crisis. A revised 
Glass Bill should be enacted now, but a 
more important step would be the appoint- 
ment by the Federal Administration of a 
commission to study and recommend after 
mature deliberation such further changes 


that should be made in our banking system, 
in our Federal Reserve System, and in our 
monetary system. 


Reserve Membership and Unified Banking 

“Many bankers have come to feel that the 
clearest lesson of recent difficulties is that 
American banking would be greatly strength- 
ened by bringing banks generally into mem- 
bership in the Federal Reserve System. 
While arguments in favor of a single unified 
system can be constructed, it must be recog- 
nized that the large number of our banks 
operate under state authorization, including 
many of our strongest institutions, and that 
great difficulty would be encountered in any 
attempt to bring them all under national 
charters. The reasons for bringing substan- 
tially all banks into the Reserve System un- 
der their present charters are more direct, 
and possibly more practical of accomplish- 
ment. 

Two reasons have special weight. One is 
that it has been necessary to amend federal 
banking legislation to permit non-member 
state banks to borrow from Federal Reserve 
Banks during the present emergency. An- 
other is that the emergency has demonstrated 
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again that the safest place for the deposit 
of a bank’s legal reserves is in the custody 
of the Federal Reserve Banks. Added ar- 
guments for general bank membership in the 
Reserve System are that it would insure 
greater uniformity of bank examinations, 
closer supervision over banking standards 
and practices and a closer coordination of 
aims and functions between the supervisory 
authorities of national and state chartered 
institutions, It might be that some changes 
in Federal Reserve rules would be necessary 
to allow for the admission to membership of 
numerous state chartered commercial and 
mutual savings banks not now included. 

One clear advantage of such a new set-up 
would be that it would act as a deterrent 
against state governors declaring bank holi- 
days and closing the banks of their states 
by proclamations issued suddenly and with- 
out warning, throwing the burden of the 
financial needs of that population upon the 
banks of adjacent territory. 


Strengthening the Federal Reserve System 

In addition to indicating that general mem- 
bership in the Federal Reserve System is 
requisite the bank crisis also clearly indi- 
eated that changes and strengthening of the 
system itself are called for. Admittedly the 
system with its present set-up was unable 
to retain the control over the situation it was 
expected to exert and prevent a money panic, 
which it had been hoped had become a thing 
of the past. The fact is that the system, di- 
vided under twelve independent regional 
banks, was unable to coordinate its powers 
and marshall its resources with sufficient 
unity of purpose to cope with modern fluid 
eredit, which may be shifted about in huge 
volumes by wire transfers at the behest of 
the treasurers of national corporations main- 
taining bank connections in various financial 
centers. Clearly a remedy for this would 
be in the formation of a Central Bank of 
the United States with the present Reserve 
Banks as branches. 

If a rewriting of the Federal Reserve Act 
is undertaken it is to be hoped there will be 
retained as a permanent feature the present 
emergency provision by which member banks 
may in exceptional circumstances borrow 
from the Reserve Banks on the pledge of any 
assets that may be judged acceptable under 
the circumstances. Such a provision enables 
any solvent bank to meet any demand. If 
its use is reserved for emergencies there is 
no reason why it should be subject to abuse. 
These are recommendations of the American 
Bankers Association Economic Policy Com- 
mission which I believe are sound. 


There is another item proposed by the 
Commission that I would mention, although 
somewhat technical in character. It would 
be a provision giving the Reserve System 
authority to increase or decrease’ the 
amounts of reserve deposits required of mem- 
ber banks. Such a provision, restricted to 
use in emergencies, would enable the system 
to check any sudden threat of credit infla- 
tion. It would banish the fear that efforts 
made to stimulate a needed credit expansion 
might result in starting an inflation that 
might get beyond control. 


Opposition to “Deposit Insurance’”’ 

The American Bankers Association has 
declared its endorsement of the major aims 
of the Glass banking reform bill and of the 
greater part of its specific provisions. It has 
itself put forward an affirmative program of 
legislation to bring about improved banking 
conditions that in some respects goes even 
further than the Glass bill. But the asso- 
ciation is firmly on record as opposed in 
principle to any law carrying a guaranty of 
deposits such as is now incorporated in the 
new Glass bill before the present session of 
Congress. 

This newly added provision is called a 
“deposit insurance” plan but it is not differ- 
ent in fundamental principle from the “guar- 
anty of deposits” plans that have been given 
eight large scale trials in this country and 
have proven disastrous failures in every in- 
stance. The basic idea in every one of them 
was to guaranty specified classes of bank 
depositors against loss of their deposits 
through the failure of their bank, by means 
of an insurance fund created by premiums 
in the form of assessments on banks propor- 
tionate to their volume of deposits. This is 
also the basic idea of the present proposals 
embodied respectively in the Glass senate 
bill and the Steagall house bill. 


Penalizing Sound Banking for Poor Banking 

The differences between the Glass or Stea- 
gall plans as compared with those eight pre- 
vious experiments relate to important as- 
pects of organization and operation, but do 
not materially affect the essential banking 
principles involved. One difference would 
be that closer limitations would be placed 
on the insurance protection given to deposi- 
tors, only relatively small accounts being 
fully protected. Again the previous plans 
were under state auspices and applied only 
to state banks within the state, while these 
new plans seek to include banks generally 
in the country as a whole. Another differ- 
ence is that the present plans would create 
larger potential funds through the wider ba- 
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sis of assessment, through joint subscriptions 
to stock in the administrating corporation 
by the Federal Government, the Federal Re- 
serve Banks and by the participating banks, 
and finally through access to the public credit 
by means of powers granted to the proposed 
Federal Deposit Insurance Corporation to 
issue bonds, debentures or notes exempt from 
federal, state or other taxation, with the co- 
operation of the Secretary of the Treasury in 
preparing and printing its obligations. 

These differences are seriously important 
in that they would serve more fully than did 
any of the state plans to socialize losses 
arising from bad or unfortunate banking. 
They would open channels for passing these 
losses along to banks in no way responsible 
for them, and in the final resort, if need be, 
as a charge upon the general public. They 
are not, however, important differences in 
contributing in themselves to sound banking 
methods and principles. 

If experience means anything the history 
of the eight state guaranty plans shows that 
the idea is inherently fallacious. It is based 
on erroneous premises and assumptions. It 
is peculiarly one of those plausible, but de- 
ceptive, human plans that, in actual applica- 
tion, only serve to render worse the very 
evils they seek to cure. It is fundamental 
that the only real guaranty for bank deposits 
is good banking. 
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WHITHER ARE WE GOING? 
INTERNATIONAL VIEWPOINT OF DOMINATING 
ECONOMIC AND CURRENCY PROBLEMS 


S. METZ 
Joint General Manager of The Anglo-French Banking Corporation, Ltd., London, England 


(Epiror’s Note: The following article acquires most timely interest in dwelling upon 
urgent international problems that demand attention at the approaching World Economic 
Conference to begin June 12th in London and in preparation for which the ground has 
been laid by consultations at the White House between President Roosevelt and representatives 
of European governments. Mr. Metz is exceptionally qualified by a wide range of practical 
experience in discussing proposed international adjustments of a monetary, exchange and 
trade character, especially as regards the gold standard and dollar sterling relations. During 
the period from 1915 to 1923 he was associated in various official capacities and especially 
as foreign representative, with the Guaranty Trust Company of New York and since that 
lime has occupied important financial positions in London including official association 
with the Anglo-French Banking Corporation, Ltd., in London since 1928.) 


HE lines along which a solution of our 

economic problems will be attempted 

are becoming discernible. By the cre- 
ation of purchasing power through Govern- 
ment spending of borrowed money, direct 
influence upon commodity prices will be se- 
cured. It had been impracticable to attain 
this objective by the mere expansion of Cen- 
tral Bank credit so long as confidence was 
lacking. In terms of national moneys do- 
mestic prices will be raised. The burden of 
fixed charges will be lessened. Creditors 
should find compensation for the reduced 
purchasing power of their money claims in 
the enhanced prospect of mobilization, and 
wage earners in enhanced security. The 
wheels of domestic trade will go round more 
briskly; profits will multiply; the yield of 
taxation will improve; the solvency of the 
community will be restored. 

Internationally, by agreement, some of the 
grit which clogs the machinery of commerce, 
in the form of quotas, tariffs, prohibitions, 
exchange restrictions and the like, will be 
removed. The national interest, as it will be 
understood within each country’s frontiers, 
will however prevent anything substantial 
from being accomplished in this respect. 

Common ground will assuredly be found 
for the much less complicated problem of 
war debts, since its reaction on the pocket 
of the individual is not direct and the hard- 
ships in concessions would be widely spread. 


The Dollar and Sterling 

A point of highly controversial interest 
will be the level upon which a return to an 
agreed monetary standard is to be effected. 
It is clear from the indications at present 
available that the wishes of Great Britain 
and the sterling area in this respect must 
receive especial consideration, in spite of the 
greater freedom of action the United States 
has achieved by divorcing the dollar ex- 
change from gold. It is now recognized that 
the embargo on the export of gold from the 
United States—quite unjustified from the 
point of view of balance of payments alone 
—was imposed for domestic reasons. It 
would, at the same time, be highly undesir- 
able if it were exploited in an international 
sense. 

The only genuine influence which might 
tend to depreciate the dollar would be a 
general determination on the part of foreign 
capitalists to dispose of their holdings of 
American securities. There are indications 
that a certain amount of liquidation of this 
kind is in progress. On the other hand, it 
is conceivable, once a more comprehensive 
view of all the factors in the situation be- 
comes practicable, that others may consider 
the moment opportune to invest in the United 
States. In any case, Great Britain, by re- 
opening its market to foreign borrowing, 
could adversely influence its balance of pay- 
ments, thus depreciating the sterling ex- 
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change. In the United States neither threat 
nor persuasion would induce the investor to 
lend abroad at this juncture. 

The competitive bidding for each other’s 
currencies, through stabilization funds or ex- 
pedients of that kind, is inconceivable. 


Currency and Exchange Adjustments 

Private flight from the dollar into sterling, 
even if officially encouraged, would be lim- 
ited by available cash resources not current- 
ly required. Moreover there is a remedy 
against the speculative acquisition of ster- 
ling. It is the very opposite of that applied 
to discourage speculative bear sales. These 
latter were kept in check by prohibition to 
extend loans to residents abroad. Bull opera- 
tions could be effectively countered by pro- 
hibition to accept deposits from foreigners in 
excess of normal working balances. Pur- 
chasers would thus be driven into forward 
exchange, the premium on which would soon 
become prohibitive since forward sales would 
dry up, cover in the form of spot balances 
not being maintainable owing to the deposit 
prohibition. I do not, for a single moment, 
assume that anything of the kind would 
ever arise. I merely mention it to demon- 
strate that there is a defense against every 
move artificially inspired. 

Although Great Britain, as the leader of 
the sterling area, no longer holds the joker, 


S. METZ 


Joint General Manager of The Anglo-French Banking 
Corporation, Ltd., London, England 
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she has a tolerably good hand and, since the 
plight of the world inescapably imposes ac- 
tion, I am confident that arrangements will 
be patched up at the Conference on the gen- 
eral lines sketched above. These will once 
more permit the mechanism of a_ society 
based upon private gain to function for a 
time without too flagrant hardships upon too 
great a mass of people. Nay, they may even 
inaugurate a new era of material prosperity. 
But, whither are we going? 


The Search for ‘‘Stability’’ 


I hold that our problems are the result of 
the pitiable misuse of God’s infinite bounties 
bestowed upon humanity in the prolificacy of 
nature and the inventive fertility of the 
human brain. Our ill-directed efforts have 
converted these blessings into a scourge, so 
that we burn our produce and‘ would fain 
consign our investors to dungeons. 

In a world disregarding fundamental 
truth upheavals are inevitable. We pretend 
that it is stability we seek, but only because 
the instability from which we suffer is in the 
nature of a collapse. When things boom, we 
do not ery out for stability; we desire to see 
expansion perpetuated, and we act accord- 
ingly. 

Individually no one aims at _ stability; 
everyone is imbued with the conscious or in- 
stinctive desire to “get on.” In a world 
where “getting on’ means the enjoyment of 
growing material well-being, the gratifica- 
tion of this ambition cannot be achieved by 
policies that would ensure stability. As it is 
impracticable to gauge what average rate of 
material progress would satisfy humanity 
and whether this rate would not have to be 
far greater for the poor than for the well- 
to-do, we must content ourselves with en- 
quiring whether it is reasonable to aspire 
even to stability and what must be done to 
attain it. 

A definition of “stability” would be in place 
here. In this article it will mean a state in 
which every member of the community will 
enjoy permanently a money income of in- 
variable purchasing power. This must be 
less than its present purchasing power, since 
prior to stabilization we desire to see the 
workless absorbed into employment—which 
can be done speedily only by inflationary 
methods, thus depriving fixed wage earners 
and all owners of money assets, of part of 
their purchasing power. 


Major Conditions That Must Be Fulfilled 


That stability has never been attained 
throughout the ages should prove that it is 
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not the natural consequence of the policies 
hitherto applied to economic problems, if we 
can designate as “policies” the haphazard 
theories and empirical methods which have 
governed the most important phase of the 
material aspect of human existence: the in- 
terchange of commodities. It is clear that 
both in a barter and in a money economy 
inadequacy of supplies for the sustenance of 
life must inevitably entail distress. But the 
fact that under barter superabundance means 
prosperity and under money it has spelt dis- 
aster proves that what we suffer from is 
inadequate understanding of the mechanism 
which we have created to serve us in com- 
modity interchange in its infinite variety, so 
that now in turn it dominates us and threat- 
ens us with destruction. 

It matters little that this crisis presents 
exceptional features never before encoun- 
tered and that its virulence has been vastly 
aggravated by the excesses committed in the 
pursuit of greed and lust of power in the 
period immediately preceding it. What is 
vital is that we did not grasp the significance 
of the increase in purchasing power dis- 
tributed in the process of uncontrolled con- 
struction of capital assets, the output of 
which was to represent an altogether dis- 
proportionate accretion to available supplies 
of commodities, produced regardless of pros- 
pective demand or the effects of unbridled 
competition upon prices. We did not grasp 
that mastery of our economic destinies can 
only be gained and a reasonable measure of 
stability achieved at the price of complete 
subordination of individual freedom in every 
economic activity to the requirements of the 
community. Not until the following four 
conditions are fulfilled is stability attain- 
able: 

(1) Immediate re-employment of all prof- 
its in the creation of effective, as dis- 
tinct from potential, purchasing power. 
Prompt and faultless readjustment of 
all fixed charges and wages to changes 
in price level. 

Qualitative control of credit, 
from quantitative control. 

(4) Flexibility of hours of labor. 

3y the universal adoption of these prin- 
ciples we should have removed the causes of 
violent economic disturbance, even such as 
may result from changes in human customs 
—whether as an outcome of new inventions 
or merely of the vagaries of taste. 

I hope to have an opportunity of elabo- 
rating these thoughts on a later occasion. 
Suffice it to say for the moment that “sta- 
bility” as above described involves the plan- 
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ning of our material existence to the min- 
utest detail and reduces humanity to the 
level of an automaton. 
ae fe 
PROGRESSIVE DOMESTIC RELATIONS 
LEGISLATION 

By a bill signed this month by Governor 
Lehman, New York sets an example in defin- 
ing marital status that may well be followed 
by other states, and one which materially 
atrects the operation of the Decedent’s Estate 
Law. Under this bill, common-law mar- 
riages are no longer valid in courts of law, 
and thus common-law wives are not recog- 
nized in the distribution of property of a 
decedent. The change was accomplished by 
substituting the words “no marriage shall be 
valid unless solemnized by ordained clergy- 
men or civie officials qualified by law,” and 
the bill defines the ceremonies necessary for 
legal marriage. A written contract, signed by 
both parties and two witnesses is also valid, 
if acknowledged for filing before a judge 
of a court of record within six months. The 
new law is not retroactive, but will undoubt- 
edly operate to prevent scurrilous attempts 
to take advantage of the prohibition against 
disinheritance of a wife enacted by the New 
York Decedent’s Estate Law of 1930. 
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STATEMENT OF PRINCIPLES APPLICABLE TO CORPOR- 
ATE FIDUCIARIES AND MEMBERS OF THE 
BAR OF NEW JERSEY 


ADOPTED BY THE COUNTY BAR ASSOCIATIONS OF NEW JERSEY AND 
BY THE NEW JERSEY BANKERS ASSOCIATION 





(Epiror’s Note: New Jersey has joined the ranks of states where mutual agreements 
or “‘codes of ethics’’ have been adopted to foster improved relations between trust companies 
and members of the bar, particularly as to defining distinctions between ‘“‘legal practice”’ 


and trust administration. 


The socalled *‘Statement of Principles Applicable to Corporate 


Fiduciaries and Members of the Bar,” the full text of which is reproduced herewith, is the 
result of several recent joint meetings of two committees, one appointed by the President of 
the New Jersey Bankers Association and one by the President of the Conference of County 


Bar Associations of New Jersey. 


The statement was approved by the Conference of the 


County Bar Associations on April 18, 1933 and was approved at the recent annual conven- 
tion of the New Jersey Bankers Association at Atlantic City on May 19th.) 


TEXT OF STATEMENT OF PRINCIPLES 

APPLICABLE TO CORPORATE FIDU- 

CIARIES AND MEMBERS OF THE BAR 
OF NEW JERSEY 


i 
Wills 

1. A corporate fiduciary, acting through 
its officers, agents or employees, including 
attorneys-at-law employed or retained by it, 
shall not prepare any will or codicil. 

2. An officer, agent or employee of a cor- 
porate fiduciary, who is not an attorney-at- 
law, as an individual, or an attorney whose 
time and services belong exclusively to a 
corporate fiduciary, shall not prepare any 
will or codicil under which the corporate fi- 
duciary is to be appointed in any fiduciary 
capacity, except in an emergency wherein 
the imminence of death leaves not sufficient 
time to have the same drawn by an attorney 
or by an attorney not so employed by the 
corporate fiduciary. 

3. A corporate fiduciary, acting through its 
officers, agents or employees, may consult 
and discuss with a prospective testator any 
contemplated appointment of a corporate 
fiduciary in any fiduciary capacity under a 
will or codicil and may through them and 
through an attorney-at-law retained by it, 
collaborate with the attorney of a prospective 
testator in the preparation of any will or 
codicil under which the «corporate fiduciary 
is to be appointed in any fiduciary capacity. 

4. The selection of an attorney-at-law for 


the preparation of a will or codicil rests sole- 
ly with the prospective testator and every 
corporate fiduciary shall in good faith re- 
quest a prospective testator to consult an 
attorney-at-law of the testator’s own selec- 
tion for the preparation of a will or codicil 
under which the corporate fiduciary is to be 
appointed in any fiduciary capacity. 


5. A corporate fiduciary shall not, directly 
or indirectly, influence the employment by 
the prospective testator of any specified at- 
torney-at-law for the preparation of any 
will or cidicil under which it is to be ap 
pointed in any fiduciary capacity. 

6. If a corporate fiduciary has, in good 
faith, requested a prospective testator to con- 
sult an attorney-at-law of the testator’s own 
selection, for the preparation of a will or 
codicil, under which the corporate fiduciary 
is to be appointed in any fiduciary capacity, 
and the prospective testator shall then re- 
quest information as to an attorney or at- 
torneys whom he may consult or retain for 
the preparation of the will or codicil, the 
corporate fiduciary may, without other rec- 
ommendation, inform the prospective testa- 
tor of the names and addresses of a number 
of attorneys which shall not include any 
attorney who continuously represents the 
corporate fiduciary in other legal matters un- 
less the prospective testator shall request 
the corporate fiduciary to inform him of the 
name and address of any attorney-at-law, 
not an employee of the corporate fiduciary. 
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who continuously represents the corporate 
fiduciary in other matters. 

7. If a prospective testator, for the prepa- 
ration of a will or codicil, selects as his at- 
torney, any attorney-at-law retained by, but 
whose time and service do not belong exclu- 
sively to, the corporate fiduciary to be ap- 
pointed thereunder in any fiduciary capacity, 
and establishes the relationship of attorney 
and client with such attorney, the prepara- 
tion of the will or codicil by such attorney 
shall not be held to be a preparation of the 
will or codicil by the corporate fiduciary, 
notwithstanding that such attorney-at-law, 
or any firm of which he is a member, has 
continuously or intermittently represented or 
continuously or intermittently represents the 
corporate fiduciary in other legal matters 
either as general counsel or otherwise. 

8. An attorney who intermittently or con- 
tinuously represents a corporate fiduciary in 
legal matters if retained by a prospective 
testator to prepare a will or codicil under 
which the corporate fiduciary is to be ap- 
pointed, shall not prepare the will or codicil 
unless 

(a) the relationship of attorney and client 

is established between him and the 
prospective testator, and 

(b) unless such attorney discloses to the 

prospective testator that the attorney 
represents the corporate fiduciary in 
legal matters. 


Il 

Prospective Deeds of Trust, Trust Agreements, 
Trust Indentures and Other Trust Instruments 

9. Any party to any proposed deed of 
trust, trust indenture, trust agreement or 
other instrument (except a will or codicil), 
to which a corporate fiduciary is to become 
a party in any fiduciary capacity, or under 
which it may assume any fiduciary duty, 
shall be requested in writing by the corporate 
fiduciary to consult an attorney-at-law of 
his own selection for independent advice. If, 
after such request, such party shall choose 
not to be represented by counsel, then an 
attorney representing the corporate fiduciary 
may prepare such instrument. 


lll 


Reciprocal Rights and Duties as Between 
Corporate Fiduciaries and Attorneys in 
Connection with Estates, Trusts, etc. 


10. There shall be no bargaining between 
corporate fiduciaries and attorneys-at-law for 
fiduciary appointments in return for appoint- 
ments as counsel, or for appointments az 
counsel in return for fiduciary appointments, 
but 
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(a) a corporate fiduciary shall, in the 
absence of good reasons to the con- 
trary, employ the attorney who drew 
the will, in legal matters affecting or 
arising out of the administration of 
the estate, trusteeship or guardian- 
ship under the will, but nothing in 
this paragraph contained shall prohibit 
the corporate fiduciary from employing 
or retaining associate counsel if the 
necessity therefor exists; 
an attorney, consulted or employed 
by a client with respect to the prepa- 
ration of a will or codicil or the crea- 
tion of a trust or any other fiduciary 
appointment under or to which the 
client desires to appoint a corporate 
fiduciary in any fiduciary capacity, 
shall not directly or indirectly influ- 
ence the client against appointing a 
corporate fiduciary, unless the attor- 
ney in good faith, believes it to be for 
the best interest of the client to advise 
otherwise; 
an attorney, consulted or employed by 
a client with respect to the appoint- 
ment of a corporate fiduciary, selected 
by the client, in any fiduciary capacity, 
shall not directly or indirectly influ- 
ence the client against appointing or 
having ‘appointed the specified cor- 
porate fiduciary unless the attorney, 
in good faith, believes that such cor- 
porate fiduciary should not be ap- 
pointed. 

11. An attorney retained by a client for 
the preparation of any instrument, under 
which a corporate fiduciary is to be ap- 
pointed, shall suggest to the client the ad- 
visability of permitting the corporate fidu- 
ciary to examine the instrument for the pur- 
pose of ascertaining if the corporate fidu- 
ciary will consent to act thereunder and for 
suggestions relative to the same. 

12. In any and all legal matters arising 
out of a deed of trust, trust agreement, trust 
indenture or other contract creating a fidu- 
ciary relationship, the fiduciary may employ 
or retain any attorney to represent the fidu- 
ciary. 

3. There shall be no divided allegiance on 
the part of any attorney-at-law. 


IV 
Legal Advice or Service by Corporate Fiduciaries 


14. In the administration by a corporate 
fiduciary of its duties as executor or trustee 
or guardian under a will or as administrator 
of an estate, the corporate fiduciary has the 
right, acting through its officers, agents or 
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employees, to do every act, matter and thing 
which a lay individual might do if such in- 
dividual were acting in the same fiduciary 
eapacity, except that 


(a) the corporate fiduciary shall not, ex- 
cept by the attorney representing it in 
such administration, appear in the 
Surrogate’s, or any other court, on 
the probate of a will, on the granting 
of letters testamentary or of adminis- 
tration, or guardianship on the passing 
and allowance of accounts, on petitions 
for distribution, or in will contests or 
contests over the granting of letters or 
in any other matter. 

15. A corporate fiduciary, acting through 
its officers, agents or employees, including 
attorneys-at-law employed or retained by it, 
shall not give legal advice or service to 
others. 

16. A bank or 
through its officers, 


trust company, acting 
agents or employees, 
including attorneys-at-law employed or re- 
tained by it, shall not prepare for others 
mortgages, assignments or satisfac- 
tions of mortgages, chattel mortgages, con- 
ditional bills of sale, bills of sale, leases, re- 
leases or other instruments conveying, trans- 
ferring or affecting either real or personal 
property, agreements, contracts or other legal 
instruments; provided, however, that this 
prohibition shall not extend to: 


deeds, 


(a) any instruments which affect or re- 
late to its own non-fiduciary business 
or affairs, or 

(b) any instruments to 
party or to which it may become a 
party, or in which it may have an 
interest, in its own right. 


Vv 


Advertising 

17. A corporate fiduciary shall not extend 
by advertisement, or otherwise, an invitation 
to the public to “bring its legal problems to 
the fiduciary” or hold itself out as prepared 
to give legal advice or legal service or to 
practice law. 

18. A corporate fiduciary shall not ad- 
vertise that it will, or that, through the 
services of its officers, agents or attorneys, 
it will, draft or prepare or assist in the 
urafting or preparation of any will, codicil, 
trust agreement, contract or other legal docu- 
ment. 

19. A corporate fiduciary shall not pub- 
lish or distribute to the public forms of wills, 
trust agreements or other trust instruments. 

20. A corporate fiduciary may, however, 
furnish to attorneys-at-law forms of wills, 


which it is a 


LESLIE G. MCDOUALL 


Associate Trust Officer, Fidelity Union Trust Company, 
Newark, and Chairman of the New Jersey Bankers’ Com- 
mittee which negotiated the Statement of Principles 


trust agreements or other trust instruments. 

21. A corporate fiduciary shall not, in its 
advertising or soliciting, make any inaccu- 
rate, misleading, or unfair statements or 
statements containing any disparagement of 
the services, character or qualifications of 
others and shall designate an officer to read 
all trust advertising prior to publication and 
to take the responsibility of seeing that it 
observes the within principles. 

22. A corporate fiduciary may advertise 
that upon application it will furnish, and 
may actually furnish, to prospective custo- 
mers copies of legal documents, or opinions 
of counsel, relating to bonds, stocks, or other 
securities offered by it or  purchasable 
through it. 

VI 
General 

23. No prohibition herein contained shall 
apply to loans, trust indentures or agree- 
ments covering bond issues or similar trans- 
actions. 

VI 


Arbitration Committee 
24. A conference committee of eight mem- 
bers shall be appointed, four members by 
the president of the New Jersey State Bank- 
ers Association and four members by the 
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no frills, no distractions 


The energies of this organization: are devoted exclusively to trust 


service . . . corporate and individual. No other banking or 


investment functions make demands upon our time, our capital 


or our facilities. This conservative policy has made this organ- 


ization the largest reservoir of trust experience in this state. We 


invite the opportunity of serving you. 


FIRST WISCONSIN TRUST COMPANY 


MILWAUKEE 
UNIT OF 


president of the Conference of County Bar 
Associations of New Jersey. Of the first 
members of said conference committee, two 
shall be appointed for the term of one year, 
two shall be appointed for the term of two 
years, two shall be appointed for the term 
of three years and two shall be appointed 
for the term of four years, and as the terms 
of the respective members expire their suc- 
cessors shall each be appointed for the term 
of four years. Of the two members ap- 
pointed for each term and the two members 
appointed, from time to time, upon the ex- 
pirations of terms, one member shall be ap- 
pointed by the president of the New Jersey 
State Bankers Association and the other 
member shall be appointed by the president 
of the Conference of County Bar Associa- 
tions of New Jersey. In event of any va- 
canecy created by death, resignation or other- 
wise, the said vacancy shall be filled by 
appointment in the same manner as the 
original appointment was made and shall be 
for the unexpired term. Each member of 
said conference committee shall hold office 
for his term and until his successor shall be 
appointed and shall qualify. 

25. The said committee shall consider any 
matter presented to it involving a violation 


WISCONSIN 


BANKSHARES GROUP 


of the spirit or letter of this statement of 
principles and take such action in relation 
thereto as may be deemed advisable and 
shall consider and suggest to their respective 
associations any amendments, additions or 
alterations to this statement of principles as 
they shall from time to time deem advisable. 

(NoTE: The committee of the New Jersey 
Bankers Association which negotiated the 
above “Statement of Principles,’ is headed 
by Leslie G. McDouall, of the Fidelity Union 
Trust Company of Newark, and included 
George Letterhouse of the Commercial Trust 
Company of New Jersey, Jersey City and 
Frank S. Norcross of the Camden Safe De- 
posit & Trust Company of Camden. The 
committee representing the Conference of 
County Bar Associations of New Jersey, is 
headed by L. Stamley Ford of Hackensack, 
N. J.) 


2°, 2 2, 
~~ ~~ ~~ 


The United States has only a _ general 
claim, and not a preferred claim, against an 
insolvent national bank on account of taxes 
on checks collected by the bank prior to the 
insolvency, under an important ruling re- 
cently announced by the general counsel for 
the Bureau of Internal Revenue. 


CARLIE TIRE IT PEIN  * 


r 
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Billion Dollar 


Industry 


The two billion dollar industry of 
travel is a bank market. 


Every dollar taken out for travel 
use is worth one half of one per 
cent in revenue to the bank, if, 
instead of cash, the withdrawal 
is in the form of American Express 
Travelers Cheques. 


A few words—a friendly warn- 
ing—an explanation—and a profit 
is made equivalent to keeping the 
deposit an extra sixty days at three 
per cent. 


It is a revenue earned without 
risk. 

Every train, steamship, bus and 
airplane carries potential Travelers 
Cheque customers. 

Every motor tourist is a prospec- 
tive customer. 

Many of these millions of travelers 
do not wish to incur the danger of 
carrying cash. They do it from 
carelessness or habit. Many of them 
know no other way. 


Travel is not merely a vacation 
business or a tourist business. It 1s 
a continuous industry. 


It presents a daily source of profit 
to banks who take advantage of it. 


The point of sales contact is at 
the cashier’s window—the window 
which says ‘‘Paying Teller.” 


Steamship tickets, hotel reservations, itineraries, cruises and tours 
planned and booked to any part of the world by the American Express 
Travel Service. 


AMERICAN EXPRESS TRAVELERS CHEQUES 


AND TRAVEL SERVICE 
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HOW THE MORTGAGE GUARANTY SITUATION IS 
BEING HANDLED IN NEW YORK 


RELIEF THROUGH STATUTORY ENACTMENTS, MORATORIUM 
AND PROTECTIVE COOPERATION 


GEORGE S. VAN SCHAICK 
Superintendent of Insurance of the State of New York 


(Epiror’s Note: Upward of three billions of real estate mortgage obligations, embrac- 
ing guaranteed mortgages and participation certificates are affected in New York by restric- 
tive regulations of the State Insurance Department and moratorium as well as protective 
provisions enacted at the recent session of the state legislature. Mr. Van Schaick endeavors 
to clear up some misconceptions in the following discussion and emphasizes the advantages 
of mutual cooperation to prevent wasteful foreclosures, to conserve equitable relations between 
mortgagor and mortgagee. He explains also the scope of the newly created Guaranteed Mort- 
gage Protection Corporation. Trustees, savings banks and other institutions, as holders of 
large volume of real estate mortgage securities and certificates are vitally interested in the 
development of mutual efforts to conserve values as far as possible.) 


NE of the major results of the eco- 

nomic depression has been the un- 

precedented shrinkage in real estate 
values. This shrinkage has combined with 
the unemployment and financial reverses of 
real estate owners to embarass financially 
the mortgage guaranty business. The guar- 
anty is good only as far as the guarantor 
is financially able to meet his obligations. 
Despite public misconception there is no 
magic in the word “guaranty.” It is similar 
to the endorsement of a promissory note. If 
the endorser is good the promise to pay will 
be carried out. If the endorser has more 
liabilities than assets his obligations to pay 
can be only partially fulfilled. 


Leniency Favored Trustworthy Debtors 

It is a matter of common knowledge that 
the assets of companies whose principal busi- 
ness has been that of guaranteeing mort- 
gages are in a particularly unliquid condi- 
tion at the present time. Many mortgagors 
cannot pay their interest and taxes, much 
less the principal. The market for real es- 
tate is greatly limited under conditions now 
prevailing. There is no market at all for 
certain types of real estate. Purchasing pow- 
er is at low ebb. 

Mortgages are adversely affected by the 
economic plight of the population. It is not 
only humane but in accord with good busi- 
ness to extend time to trustworthy debtors 


who are temporarily embarrassed. Compa- 
nies which have guaranteed mortgages and 
sold participating certificates, having been 
unable in many instances to collect interest 
and principal payments from mortgagors in 
distress, must either advance large sums to 
meet the interest and also the principal sums 
as they mature, or else default. If such 
companies had sufficient liquid funds in re- 
serve they, of course, should and would 
make good their guaranties. If, however, 
such payment is in effect a preference be- 
cause the payment of today will lead to a 
default of tomorrow, then payment must be 
suspended in order that all creditors may be 
treated fairly and equitably. 


Equitable Restrictions Imposed by Department 
of Insurance 

That is precisely the situation which led 
to the restrictions imposed by the Depart- 
ment of Insurance acting pursuant to emer- 
gency legislation of the nation and state. The 
situation was critical. It became necessary 
for this Department, in the interest of the 
public, to compel many of this class of com- 
panies to cease business and to hold intact 
all assets for the time, until a survey could 
be had as to the precise situation confront- 
ing each company and plans effected for re- 
organization. In short, the restrictions re- 
quired the companies to cease incurring any 
further guaranties, to reduce operating ex- 
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penses to a minimum and to pay out only 
what was received in the form of principal 
and interest to those entitled thereto, leav- 
ing the general funds and assets for equita- 
ble distribution to all creditors just as soon 
as the entire picture could be visualized. 

If the Department of Insurance had not 
acted as it did, swiftly and promptly, either 
receiverships or liquidation orders would 
have been unavoidable in many cases. Liqui- 
dation of real estate and mortgages under 
present conditions would have been a great 
and needless sacrifice. Receiverships neces- 
sitating new and elaborate machinery in 
each case to handle the problems of the indi- 
vidual companies would have offered slow 
and needlessly expensive relief. Privately 
formed protective committees would have 
added to the expense of people already suffer- 
ing from a suspension of the guaranties and, 
if numerous, might have added confusion and 
disorder. 


Authorization of Non-protective Corporation 

The idea of a single agency sponsored by 
the state to act for and on behalf of the 
interests of the certificate holders and hold- 
ers of guaranteed mortgages at a minimum 
of expense and as.a public duty was so mani- 
festly in the public interest that it was em- 
bodied into law by the legislature and the 
Governor and instantly received widespread 
public approval. Such a non-profit corpora- 
tion known as the New York Guaranteed 
Mortgage Protection Corporation has already 
been formed. The directors have been se- 
lected by the Superintendent of Insurance 
with the approval of Governor Lehman and 
they have agreed to act in a spirit of un- 
selfish public service. It is expected that 
this corporation will play an important part 
in helping the mortgage guaranty companies 
formulate plans of reorganization which will 
bring a maximum of return to the holders 
of both guaranteed mortgages and participa- 
tion certificates. 

In the meantime and until plans formu- 
lated either by the companies themselves 
with the approval of the Insurance Depart- 
ment or by the New York Guaranteed Mort- 
gage Protection Corporation can be consum- 
mated, the rules and regulations restricting 
the operations of these companies will con- 
tinue in effect for the protection of their in- 
vestors and the general public. 

Any plan of reorganization presented by 
the companies themselves or by the Protec- 
tion Corporation will be greatly facilitated 
by the provisions of the ‘Shackno Law, which 
provides in brief that a plan of reorganiza- 
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tion approved by the Supreme Court may 
be adopted if a substantial majority of the 
interested parties signify their approval 
thereof. This law should prevent a small 
and misguided minority from blocking con- 
structive reorganization. This statute is in 
accord with the policy of recent federal leg- 
islation. 
Misunderstanding as to Department 
Regulations 

A constant stream of inquiries at the In- 
surance Department shows how greatly the 
regulations of the Department have been 
misunderstood. Certain people, including 
some connected with the companies them- 
selves, have spread the idea that the com- 
panies can pay everything they owe and 
that they would have done so if not for the 
action of the Insurance Department. Such 
talk and explanations are false and con- 
temptible. All that the Department has pro- 
vided is that the principal back of the se- 
eurities held by the public should be _ pro- 
tected by the payment of taxes, that interest 
and principal collected should be paid forth- 
with to those entitled to them and that gen- 
eral funds should not be used to prefer one 
creditor over another but should be pre- 
served for equitable distribution under an 
approved plan of reorganization. 

There has been some further misunder- 
standing on the part of mortgagors and, per- 
haps in some instances, on the part of the 
companies themselves as to the effect of the 
restriction limiting payment of principal and 
interest by the companies to the sums they 
actually collect. This provision is in no 
sense intended to enable mortgagors in posi- 
tion to fulfill their obligations to withhold 
payments which are for the benefit of inves- 
tors in mortgage companies. The companies 
themselves should make every effort to col- 
lect such indebtedness from mortgagors who 
are able to pay. 


Progress in Readjustments and Relieving 
Distress 
The hardship and distress which has been 


caused by the failure 


presents 


of these guaranties 
one of the most pitiful pictures 
that this state has been called upon to 
witness. The distress is due to a collapse 
in values and the plight of mortgagors gen- 
erally. No one has greater sympathy for 
those in distress than has the Insurance De- 
partment. Everything humanly possible is 
being done to alleviate the distress. It will 
do no good to shut one’s eyes to the facts. 
It will only result in more distress if a bad 
condition should be allowed to drift to a 
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point where the loss will be infinitely greater 
than has occurred. . 

Some progress has already been made. A 
number of the companies whose business is 
primarily that of title insurance and fur- 
nishing abstracts are fully reopened. Sev- 
eral of the smaller companies with few im- 
mediate mortgage guaranty obligations are 
no longer under the restrictions except that 
their total outstanding guaranties have been 
limited. It is expected that several of the 
medium sized guaranty institutions will be 
reorganized within sixty days. Much can be 
done and accomplished in the larger and 
more complicated mortgage situations by an 
intelligent handling of the reorganization 
plans which will salvage for the holders of 
guaranties everything that can be salvaged 
and prevent the deterioration of real prop- 
erty underlying the publicly owned obliga- 
tions. 

In the readjustment process the general 
stabilization of real estate is essential. One 
thing, however, should be made clear. The 
Insurance Department will not approve nor 
sponsor any reorganization plan unless it 
has for its fundamental purpose the great- 
est protection possible for the holders of 
guaranties. 


AMERICAN LAW INSTITUTE ENDORSES 
“PENNSYLVANIA RULE” 
The American Law Institute, 
working on a re-statement of the law of 
trusts, has endorsed the socalled Pennsyl- 
vania rule relating to the distribution of 
stock dividends and rights between life ten- 
ants and remaindermen. The Massachusetts 
rule, giving cash dividends to life tenants 
and stock dividends to corpus, and the Ken- 
tucky rule, giving all dividends to life ten- 
ants, were rejected in favor of the Pennsyl- 
vania rule requiring apportionment. With 
few exceptions, the trust companies of Penn- 
Sylvania, which have had experience with 
the difficulties involved in the application of 
the Pennsylvania rule, favored the more 
workable Massachusetts rule. The margin 
by which the Pennsylvania rule was ap- 
proved by the Law Institute was so narrow 
that the endorsement may be reconsidered. 


which is 


tecent appraisement of the estate of Col. 
Michael Friedsam, who was president of 
B. Altman & Company, and who died in 
\pril, 1931, shows that he left a net estate 
of $19,459,000 of which he gave $15,868,000 
to charities and as public bequests. 


Many heads are 


better than one 


Two heads are better than one... 
many heads are sti// better! The old 
adage is especially true when ap- 
plied to trust service. 


Corporate trust service... Bank of 
America Trust Service... brings to 
any fiduciary problem the safe, col- 
lective judgment of many trained 
men—men who devote their entire 
time to trust work. 


These men are always at the service 
of you or your client. 


BANK of AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 
CALIFORNIA 


Bank of America National Trust & Savings 
Association, a National Bank 

and Bank of America, a California State Bank 

are identical in ownership and management 
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EFFECT OF IMPORTANT RECENT COURT DECISIONS 
AS TO TAXATION OF REVOCABLE TRUSTS 


FRANK C. McKINNEY 
Member of the New York Bar and Author of ‘‘Trust Investments”’ 





ONSIDERING the fact that there are 
hundreds of pages of Federal legisla- 
tion assessing and providing the ma- 

chinery for collecting income tax, estate tax 
and gift tax and also that most of the states 
provide legislation for similar taxes, the 
problem of keeping track of the laws and 
decisions and points covered has become so 
exceedingly complicated that it would re- 
quire a staff of lawyers and statisticians to 
decide promptly and accurately the results 
of laws and decisions at any particular time. 
The changes in laws and decisions come so 
rapidly and vary so much that one is re- 
minded of the kaleidoscope. It is of interest, 
however, to point out important decisions 
which serve as guides for those who must 
pass upon the questions involved. 

It seems to be well settled that an abso- 
lute irrevocable trust is taxable under the 
Gift Tax. But when a trust contains any 
limitations as to the power of revocation, 
the trend in the decisions is that it is prob- 
ably taxable under the Estate Tax Law. In 
the case of Albrecht, Board of Tax Appeals, 
Docket 41295, the decedent created a trust in 
1923. He provided that the trust should he 
irrevocable unless during the month of De- 
cember in any year, he should revoke it. If 
he revoked it in December in any year, the 
revocation would be effective on or after the 
first day of January in the next year. The 
trust was never revoked and the decedent 
died in January, 1926. The Board of Tax 
Appeals, relying on Reinecke vs. Northern 
Trust Company, 278 U. S. 339 and Chase Na- 
tional Bank vs. U. S. 278 U. S. 327, decided 
that the trust, having been created with a 
limited power of revocation, was taxable as 
part of the gross estate. 

In the recent case of Leibes vs. Commis- 
sioner, decided by United States Circuit 
Court of Appeals, it was held that proceeds 
of a life insurance policy in excess of the ex- 
emption of $40,000 must be included in the 
cross estate where the decedent retained the 
power to change the beneficiaries in the 
policy. The decision in this case was like- 








wise based upon Chase National Bank vs. 
U. (supra). 
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Taxing Gross Estate 

In the case of Porter vs. Commissioner, de- 
cided by the Supreme Court on March 13, 
1933, the tendency to tax as a part of the 
gross estate any trust which provides for 
modification by the creator, even in a slight 
manner, is evident. Here the decedent trans- 
ferred to the Bankers Trust Company cer- 
tain bonds for the benefit of his daughter 
and her son. This was done in 1918. In 
1926, in order to make provision for two 
children of his daughter born after the ecre- 
ation of the trust, he sent the trust com- 
pany letters purporting to revoke the trust 
of which the daughter was a beneficiary, to 
terminate the interests of all persons there- 
in, and to direct it to deliver the principal 
and income to itself as trustee, according to 
a new deed which he then delivered. 

There were five trust agreements which 
provided regulations for the management, in- 
vestment and disposition of the principal and 
income to the beneficiaries and contained a 
paragraph reserving to the creator of the 
trust, the right to modify or alter the pro- 
visions thereof at any time, but expressly 
excepting any change in favor of himself 
or his estate. In other words, it was an ir- 
revocable trust so far as the creator was per- 
sonally concerned. He reserved merely the 
privilege of making changes in the trust 
agreements which might be of benefit to the 
beneficiaries, or might change the rights of 
the beneficiaries or the portions of the es- 
tate which they would receive. He divested 
himself of full title. It was similar to a 
general power of appointment by will. In 
deciding that the estate was subject to tax, 
the court said that the creator of the trust 
retained until his death, power enough to 
enable him to make a complete revision of all 
that he had done in the creation of the trust, 
even to the extent of taking the property 
from the trustees and beneficiaries named, 
and transferring it absolutely or in trust, 
for the benefit of others. 
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The result of these decisions is that 
whether or not the trusts are in the na- 
ture of life insurance policies with the right 
to change the beneficiaries, or are irrevocable 
trusts with the right in the creator to change 
or modify the interests of the beneficiaries, 
they are subject to taxation as a part of the 
gross estate. If the creator of a trust ab- 
solutely divests himself of the legal title 
by a transfer, he is subject to the gift 
tax and not to the estate tax. And the courts 
have held that if he conveys such absolute 
title without limitations simply reserving to 
himself the income, he is subject to the in- 
come tax as received and to the gift tax as 
above indicated. 
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A HIGH WAY AND A LOW 


“To every man there openeth 

A way, and ways and a way. 

And the High Soul climbs the High Way, 
And the Low Soul gropes the Low, 

And in between—on the misty flats— 
The rest drift, to and fro; 

Yet to every man there openeth 

A High Way and a Low, 

And every man decideth 

Which way his life shall go.” 
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When 


individuals move from 


corporations and 


your city to the Newark 


territory, give them a 


letter of introduction to 
New Jersey’s largest bank. 


FIDELITY UNION 
TRUST COMPANY 


e Member Federal Reserve System ¢ 
NEWARK, NEW JERSEY 





RHODE ISLAND HOSPITAL TRUST 
COMPANY 

Under date of April 29, the Rhode Island 
Hospital Trust Company of Providence pub- 
lished a statement of financial condition re- 
flecting the strong position of that organiza- 
tion which was organized in 1867 and has 
the distinction of being the pioneer trust 
company of New England. The report shows 
total resources of $102.2S0.697. Cash and 
due from banks amounted to §$8.834.543; 
U. S. Government securities, $28,527,535: 
loans and discounts, $135.785.627; demand 
loans, $4,795.160: state bonds and municipal 
securities, $15.5SS.S75. and real estate mort- 
gage loans, $22.554.05S. Capital amounted to 
$5.000.000; surplus, undivided profits and 
guaranty fund, §$11.754.542. and total de- 
posits, $84,638,064. The company has offices 
in Pawtucket and Woonsocket. 


The New York Life Insurance Company, 
Which recently passed the billion dollar mark 
in total amount of dividends paid to policy- 
holders, announces the election of Perey 8. 
Straus, president of R. H. Macy & Company. 
as a member of the board of directors. suc- 
ceeding his brother who has been appointed 
Ambassador to France. 





“THE FORGOTTEN BANKER” 


A WORD IN BEHALF OF SOUND AND 
PATRIOTIC BANKING CONDUCT 


O. HOWARD WOLFE 
Cashier of the Philadelphia National Bank 


(Epiror’s Note: These are days when the sins of a few bankers are visited upon the 


many. 


Amidst the distortions, the exaggerations and published criticisms which give the . 


public an impression that bankers as a group are discredited, little if anything is said in 
tribute to the great majority of American bankers who have labored with zeal, ability and fine 
display of public spirit to meet the extraordinary demands not only upon their own institu- 
tions but to supply the needs of business and of their communities during this period of 


depression. 


Mr. Wolfe, in his recent address as president of the Pennsylvania Bankers 


Association, from which following are extracts, deserves commendation for raising his 
voice in behalf of “the forgotten banker.” 


HE outstanding factors of interest to 

us of the many events of the past year 

have been the disastrous record of 
bank failures, then the banking holidays, 
first limited to two states and then made 
country-wide. An equally serious situation, 
in my judgment, is the deliberately planned 
drive upon the ability, integrity, and trust- 
worthiness of those of us who call ourselves 
bankers. The sins of the few have been vis- 
ited upon the many, and although at one 
time it was considered questionable, if not 
entirely felonious, to attack the reputation 
of any banking institution, certain news- 
papers, magazines, and political orators, in 
season and out, vie with each other in fea- 
turing the most insignificant event as fur- 
ther evidence that bankers are not to be 
trusted. 

To show how far-reaching has been the 
effect of this propaganda, only the other 
day in a Pennsylvania Court of Justice, dur- 
ing the trial of two bankers indicted for 
minor offenses, the audience in the court- 
room cheered when an attack was made by 
a witness on bankers in general. It is signifi- 
cant to note that the presiding judge very 
properly rebuked this outburst against the 
dignity of his court, but he was silent with 
respect to the obvious injustice of mob in- 
dictment. 

I think it is creditable to our common 
sense that by and large bankers have ac- 
cepted these attacks philosophically, and I 
prefer to believe that most people, certainly 
all thinking people, refuse to credit state- 


ments which instinctively they know to be 
the result of distorted political views, mis- 
information, or plain vindictiveness. One 
can well understand the feelings of deposi- 
tors who have lost their savings in failed 
banks, but one can have little patience with 
the spreading of tales that this loss has been 
due entirely to faults of the banks. 


O. HowarRD WOLFE 
Cashier of the Philadelphia National Bank 
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TWO-WAY 


Investment Supervision 


Investment management accounts 
at the Fiduciary Trust Company 
are constantly supervised by the 
Company’s own investment staff. 
In addition, they are under day- 
by-day review by outside invest- 
ment counsel—thus receiving 
continuous supervision from 
two independent investment 
organizations. 


Our Booklet Explains 


FIDUCIARY 
TRUST COMPANY 
OF NEW YORK 


One Wall Street 
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Were it not for other quite probable de- 
velopments, I would be inclined to agree with 
those bankers who believe that the less said 
the better, but are we not apt to have in- 
flicted upon us as a result of this distorted 
public point of view cures that will be much 
worse than the disease, as attempts are made, 
as they have been before, to discover sound 
bank management in legislative statute and 
financial prudence in regulation and super- 
vision. This, it seems to me, will be the 
inevitable result if our legislators ignore or 
refuse the counsel of trained bankers on the 
grounds that bankers are a discredited group 
as public clamor would seem to suggest. 


Depression the Basic Cause of Bank Failures 

I once heard a famous physician say that 
any fool can prescribe medicine; real pro- 
fessional skill lies in the ability to diagnose 
disease. ‘Should we not therefore attempt 
to discover what ails us before we try to fix 
the blame or to find the remedy? We need 
hold no brief for those bankers in high or 
low places who have abused the trust placed 
in them. If we analyze carefully the dis- 
closures that have come out of New York 
and other large centers, I think we can 
agree that the fault lies in the field of ethics 


rather than in inadequacy of banking law. 
We have had presented to us the rather 
sorry picture of bankers who very obviously 
were giving too much of their time in the 
effort to get rich, and it makes no particu- 
lar difference whether they were speculat- 
ing generally or in the stock of their own 
institutions. Various and several reasons 
have been advanced to explain the catastro- 
phie list of bank failures throughout the 
country during the past ten years, such as 
too many banks, poor management, one crop 
banking, inadequate capital, and other causes. 
These factors have always been with us, 
and to a certain extent may continue. 

The basic, fundamental cause of whole- 
sale failures has been the business depres- 
sion, and nothing else. It is mathematically 
and economically impossible for any banking 
system to meet the demands of its depositors 
100 per cent when all business, not just a 
part of it, upon which banking rests, is 
unable to meet its bank obligations when 
due. In order to make a living, banks must 
purchase investments in high markets as 
well as in low. Banks have heretofore 
loaned money against real estate, sharing 
the general conviction that homes owned and 
lived in by wage earners offer the best pos- 
sible security. When all business collapses 
and there are no purchasers for securities: 
when taxes are not being paid, and mort- 
gages cannot be realized upon except by 
foreclosure; then certainly banking cannot 
escape loss and in many cases suspension. It 
is not reasonable, therefore, to charge bank- 
ers with the responsibility of having caused 
the depression, nor is it fair to expect that 
they alone of all industries shall be able to 
escape its consequences. 

One’s memory does not need to go back 
more than five years to recall that precisely 
the same people who were protesting against 
the Federal Reserve System and bankers in 
general who sought to put the brakes on at 
the time of the “new era” of expansion, are 
now vehement in condemning the banks for 
having made poor loans. Common _ sense 
would seem to suggest that those who are 
blaming the bankers exclusively for the trou- 
bles in which they now find themselves are 
indulging in the very common practice of 
preferring hindsight over foresight. 


Bankers More Concerned with Sound 
Banking Than Critics 
There can be no group or class more sym- 
pathetie with the losses that depositors have 
suffered than are the bankers. If he had 
no other interest whatever, the banker at 
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least is more concerned with sound banking 
than are any of his critics, primarily be- 
cause the welfare of his institution, as well 
as his own personal fortune, are bound up 
in the success of his business. Unfortunately, 
but one side of the story has been getting 
into the newspapers. ‘This is well illustrated 
by the published reports of the testimony 
of former Comptroller of the Currency John 
W. Pole, in the Harriman case. 

Mr. Pole is reported to have said that 
defaleations by bank presidents are com- 
mon and that the comptroller’s office looks 
upon such matters routine. What Mr. 
Pole probably said was that defalcations 
were routine matters in his office, and I am 
quite sure that he is the last one in the world 
to suggest that embezzlement by bank presi- 
dents or other officers is a common practice. 
Naturally when such irregularities are dis- 
closed, they accumulate in the Comptroller’s 
office, but to assume that dishonesty is the 
common rather than the uncommon situa- 
tion is not in accordance with the facts. 
If a stranger to a city were taken only to 
the morgue, the cemeteries, and the hospi- 
tals, he might conclude that here is a very 
unhealthful place in which to live. 


as 





We read of the indictment of bankers, and 
in the light of general bank suspensions, the 
public has gotten into the habit of mind of 
thinking that all failures have been caused 
by actual theft or other criminal action on 
the part of bankers themselves. On the other 
hand, how seldom do we read of cases such 
as have actually happened recently, which 
are given two or three lines only somewhere 
in an obscure corner of the newspaper. As, 
for example, the family of a banker whose 
institution had failed through no fault of 
his, who gave of their own fortunes in order 
that depositors should not suffer loss. Or 
another case in the neighboring State of New 
Jersey, in which a local banker, in order to 
restore confidence in the minds of school 
children, gave $25,000 out of his own pocket 
to these children to repay them for their 
savings which were tied up in a failed neigh- 
borhood bank, with which institution he was 
a competitor. 

fo feo fe 

Dr. W. F. Gephart, vice-president of the 
First National Bank of St. Louis has been 
elected a director of the Chamber of Com- 
merce of the United States. 
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TRUST COMPANIES 


CO HE problem of profitably extending Trust Adminis- 


tration to small Trust Estates has been overcome. 
Inquiries from Corporate Fiduciaries are solicited. 


LIVING TRUST CLUBS 


INCORPORATED 
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FAVORS A MANAGED CURRENCY 


PROFESSOR ARTHUR N. HOLCOMBE ~ 
Department of Government, Harvard University 


I am convinced that the United States 
needs at this time a managed currency such 
as Great Britain has had for the last year 
and a half. It is necessary, first, in order to 
stop deflation. Further deflation threatens to 
ruin the fiduciary institutions of this coun- 
try. It is necessary, secondly, to raise the 
level of prices. 

The perpetuation of the present price level 
would be grossly unjust ‘to debtors and 
others who are committed to the payment 
of fixed charges in all cases where these 
debts or commitments were incurred at high- 
er price levels. This means a very large pro- 
portion of the debtors of the country, in- 
cluding most farmers and businessmen. There 
is always the danger, of course, that a man- 
aged currency will prove to be a mismanaged 
currency. We should, however, face that 
danger. When the house is on fire one does 
not object to the use of water to extinguish 
the flames for fear lest one be drowned. 


Chester L. Price of the City National Bank 
& Trust Company has been elected president 
of the Financial Advertisers Association of 
Chicago. J. K. Waibel of the Continental 
Illinois National; R. R. Jeffries of the Har- 
ris Trust & Savings and W. G. Donne of the 
Chicago City Bank & Trust are vice-presi- 
dents. 

The Trust Division of the American Bank- 
ers Association has published the first an- 
nual year book embracing in one volume the 
addresses and proceedings of the annual Mid- 
Winter Trust Conference and of the various 
regional trust conferences. 

The City Bank Farmers Trust Company of 
New York is named co-executor in the will 
of Frederick G. Lueders. recently probated. 
disposing of an estate valued at $291.000. 


3 BOSTON, MASS. 


REOPENING OF HIBERNIA OF NEW 
ORLEANS 

The new Hibernia National Bank of 
New Orleans as successor of the Hibernia 
Bank & Trust Company, which was certified 
by the examiner as “100 per cent liquid and 
clean as a hound’s tooth,” offered for busi- 
ness on May 22, under most favorable aus- 
pices. Rudolph S. Hecht, widely known 
among bankers of the United States and 
former head of the Economic Policy Com- 
mission of the American Bankers’ Asso- 
ciation of which he was elected second 
vice-president at the last annual convention, 
continues his guidance of the Hibernia or- 
ganization as chairman of the board of the 
new national bank. He was president of the 
Hibernia Bank & Trust Company. Alvin P. 
Howard, former head of the Savings Divi- 
sion of the A. B. A., is chairman of the 
executive committee and A. P. Imahorn. 
former manager of the R. F. C., agency in 
New Orleans, is president. Heading the list 
of vice-presidents are Fred W. Ellsworth, 
J. HW. Kepper and Willis G. Wilmot. 

The Hibernia National Bank has capital 
funds of $3,000,000 of which $1,500,000 was 
subscribed by directors, depositors and 
others and $1,500,000 subscribed by the R. F. 
C., as preferred stock. The bank has released 
$14,000,000 of deposits, reporting assets of 
$17,165,000 and $14,165,000 deposits. 


OPENING OF NATIONAL BANK OF TULSA 

The new National Bank of Tulsa, Okla- 
homa, with $8,000,000 capital, has opened for 
business as successor to the Exchange Na- 
tional Bank, a $3,000,000 institution. The Ex- 
change Trust Company, owned by the old 
stockholders of the Exchange National Bank, 
continues to operate under its state charter 
and is in no way affected by the transaction. 
Exchange National Company. investment af- 
filiate of the bank, is not affected. 
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HOW THE DEPRESSION HAS EMPHASIZED THE 
INTEGRITY OF TRUST ADMINISTRATION 


PUBLIC SHOULD BE FAMILIARIZED WITH TRUST FACTS 


ALEXANDER P. REED 
Vice-president and Trust Officer of the Fidelity Trust Company of Pittsburgh 


(Epiror’s Note: In his address as chairman at the recent annual meeting of Trust 
Company Section of the Pennsylvania Bankers Association, Mr. Reed dwelt upon the wisdom 
of making more generally known the facts which affirm the stability and the conservative 
records of trust administration, especially in view of unfounded misapprehensions caused 
by bank failures. He shows that in the general shrinkage in property values trust assets have 
suffered less severely than has property generally and that the conservative investment policies 
of trust management have been vindicated by the results.) 
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AST year in addressing the Trust Com- feasance or fraud on the part of any trust 
institution or on the part of any officer or 


pany Section of the Pennsylvania 
employee of a trust institution. 


Bankers Association I dared to proph- 
esy that the unfortunate experience of the Trust Business Increased Despite Depression 
average investor since the collapse in prop- Of course, there has been a substantial 
erty values and the excellence of the record 
of our trust institutions through this depres- 
sion would eventually increase the market 
for trust service, In these trying times those 
of us who dare to make prophecies should be 
prepared to make explanations and apologies 
later. However, I find that I need not qual- 
ify the remarks I made. Our record dem- 
onstrates the wisdom of entrusting property 
to corporate fiduciaries. 

The Bureau of Internal Revenue recently 
issued a statement from which we can com- 
pare the income from various sources for the 
year 1931 with the income from the same 
sources for the year 1930. Income from divi- 
dends and interest, that is, from investments 
generally, declined 24 per cent; income from 
all sources, including wages and salaries, de- 
clined 23 per cent; but income from fiducia- 
ries declined only 14 per cent. Equally au- 
thentie statistics for the year 1932 are not 
yet available but I feel confident that, when 
we have the figures, the comparison will be 
not less favorable. 

The recent epidemic of bank closings has 
resulted in no loss to the beneficiaries of 
trusts except in a few rare cases in three 
states. It is estimated that, of the thirty- 
three billion dollars of property held in trust 
by corporate fiduciaries, less than one mil- 
lion dollars has been lost because of bank ALEXANDER P. REED 


failures—less than 1/300th of one per cent. Vice-president and Trust Officer, Fidelity Trust Company, 
Pts cade won 5 aa s Pittsburgh, and Chairman of the Trust Company Section 
mnere is no record of any loss caused by mal- of the Pennsylvania Bankers Association 










































TRUST COMPANIES 


The enlarged facilities, as provided in the new home 


of The Fifth Third Union Trust Co., are 


available in all fiduciary matters. 
WM. A. STARK, Vice-President and Trust Officer 
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shrinkage in the value of the property which 
we hold in trust. In the general deflation of 
property values such a shrinkage was in- 
evitable, but our trust assets have suffered 
far less severely than has property generally. 
During the boom years it was not easy to re- 
sist pressure from beneficiaries who urged 
us to invest in common stocks. Many per- 
sons insisted that, unless the value of the 
property held in trust for them appreciated 
as the value of other property appeared to 
be appreciating, they would gradually be- 
come poorer. Our wisdom in insisting that 
a trustee’s primary duty is to conserve the 
trust corpus and in refusing to depart from 
our conservative policy has been amply vin- 
dicated. 

When I predicted that our record through 
the depression would result in an increase in 
the demand for our services, I did not antici- 
pate that the effect would be immediate. Any 
marked expansion in our business will be 
postponed until the country has recovered 
from its economic ills. Many people who 
have now been convinced of the wisdom of 
entrusting property to the stewardship of a 
corporate fiduciary have no property left. 
Many individuals who still have a substan- 
tial amount of property hesitate to take any 
action in connection with their estates while 
their affairs are in the state of disorder 
saused by recent events. 

The impression which has been made on 
the present generation of property owners 
will not be fully reflected by business on our 
books until the present generation has passed 
on and their wills have been probated. How- 
ever, during the year 1932 there was an as- 
tonishing increase in the amount of the 
trust funds held by Pennsylvania trust in- 
stitutions. On December 31, 1931 the total 
was $5,127,000,000; on December 31, 1932, 
the total was $5,357,000,000. The difference, 
or $230,000,000, is somewhat less than the 
actual increase because the figure for Decem- 


MEMBER FEDERAL RESERVE SYSTEM 





ber 31, 1932, does not include the trust as- 
sets held by institutions which closed during 
the year. 


Public Must Be Acquainted With Trust Facts 

I hope I have not implied that I consider 
this depression to be a boon to the trust busi- 
ness. Unquestionably it has added persua- 
siveness to the arguments which we use to 
attract business, but it has made serious in- 
roads in the volume of business to be at- 
tracted. No trust company, however envi- 
able its reputation, can thrive in a commun- 
ity of paupers. Recent events will make in- 
teresting history: possibly we and our con- 
temporaries will attain some measure of dis: 
tinction merely by having lived through such 
trying and strenuous times: but I will now 
welcome the opportunity to sell trust service 
without the aid of this or any other depres- 
sion. 

If we are to have the reward which I 
believe we deserve, we cannot merely rest on 
our record. Recently much criticism—some 
justified and some unjustified—has been di- 
rected against financial institutions, There 
is a grave possibility that trust institutions 
will be included in the general indictment of 
financial institutions because the public does 
not distinguish between banking functions 
and trust functions. Our fine record, our 
faithfulness to the trusts reposed in us, will 
avail us nothing if we allow this wave of 
criticism and indignation to weaken confi- 
dence in trust companies. 

We must acquaint the public with the 
facts. The public must be taught that, de- 
spite the customary association of the trust 
business with the banking business, the two 
are entirely separate, and that there has been 
no justified criticism of the conduct of banks 
and trust companies as trustees. Life un- 
derwriters who, because of their daily con- 
tact with the public, can be a powerful in- 
fluence in weakening or strengthening con- 













fidence in trust companies, must be made to 
realize that life insurance companies, the 
largest financial institutions in the country, 
will suffer in any general breakdown of con- 
fidence in financial institutions generally. 


Correcting Misapprehensions 

I find that the immunity of trust funds 
from loss through the failure of the trus- 
tee is not so much a matter of common know- 
ledge as I supposed. A few days ago an in- 
surance man who for a long time has been 
advising his clients to establish trusts called 
on me and expressed some doubt as to the 
wisdom of his advice. His confidence had 
been shaken by the large number of bank 
failures and by current criticism of banks 
and bankers. I succeeded in assuring him 
that the failure of a corporate trustee does 
not subject the beneficiaries of its trusts to 
loss, and that they suffer only such incon- 
venience as is incident to a change of trus- 
tees. 

I pointed out, as an illustration, that the 
stocks, bonds and individual mortgages for- 
merly held by the closed Bank of Pittsburgh 
had been turned over to other trustees se- 
lected by the beneficiaries or appointed by 
the court, and that the pooled mortgages 
had been turned over to the Commonwealth 
Trust Company for liquidation. We can be 
sure that many other insurance men and 
prospective trust clients, who have had less 
experience with trust companies than this 
friend of mine has had, need to be reassured. 

Part of the task of educating the public 
can be accomplished by tactful and judicious 
advertising. However, in advertising copy 
it is difficult to stress the immunity of trust 
funds from loss through the failure of the 
trustee without suggesting the possibility of 
the trustee’s becoming insolvent. Moreover, 
I find that simple statements concerning the 
safety of trust funds are frequently inter- 
preted to mean that the trust company guar- 
antees against loss, Therefore, I believe 
that we should supplement the advertising 
program by arranging to have representa- 
tives of trust institutions speak at meetings 
of life insurance men, business clubs and oth- 
er such groups. These speakers, without be- 
coming too technical, can explain the nature 
of the trust relation, can call attention to the 
record of trust institutions through this de- 
pression, and can correct some of the more 
common misconceptions. 
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The Granite Trust Company of Quincy, 
Mass., reports an increase in personal trust 
iusiness amounting to $863,000 during the 
first quarter of the current year. 
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A NEW DAY FOR THE TRUST SOLICITOR 


REVISING METHODS OF APPROACH, ADVERTISING 
AND CONCEPTS OF SERVICE 


LOUISE B. MOYER 
In Charge of Publicity and New Business of The Plainfield Trust Company, Plainfield, New Jersey 


(Epiror's Note: The rapid shift of events and the prospects of a ‘*New Deal’ in 
economic relations have also left an indelible mark on concepts of trust service and methods 
of selection and cultivation of new business. Vanished from the scene is the ‘‘strong arm” 
salesman and the notion that trust service may be sold like commodities. In his place there 
comes the new type of trust representative who must possess more than the sales instinct and 
who must be able to adapt trust services to the needs of the particular prospect, with a thorough 
mastery of his subject as well as of human values.) 


HE recent banking crisis has produced This fact places a new responsibility upon 
an attitude of mind that affords a tre- the trust solicitor. He must be able to ex- 
mendous opportunity for selling the plain and defend, if necessary, commercial 
trust idea, but our methods of approach and banking practices. Temporarily at least, he 
our very arguments need certain modifica- must become a brief encyclopedia of com- 
tions to fit the present unusual conditions. mercial banking as well as spokesman for 
Business that we thought worth seeking trust administration. 
has become undesirable overnight; prospect The crystallization of all fear is panic and 
lists must be discarded and rebuilt from the climax of all panic is disaster—both per- 
fresh material. Wills left in our files need sonal and public—and whenever human be- 
revision and certain trust instruments re- 
quire changes in their provisions to keep 
pace with shifting family fortunes. New 
factors affecting the administration of our 
business and our clients’ welfare demand our 
attention and .study. Many of these con- 
siderations affect the retention of old busi- 
ness and the solicitation of new business, 
whether that solicitation be made by direct 
mail, by solicitor, or by both. 
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What the Banking Moratorium Has Taught 
The banking moratorium gave a country- 
wide demonstration of the paralysis that 
overtakes any modern community when it 
attempts to operate without a bank or banks. 
People learned that they cannot do without 
financial institutions and, what is more, they 
learned that they themselves, individual and 
collectively, have a direct personal responsi- 
bility toward their banks. This responsibil- 
itv has been publicly emphasized by the 
President and affirmed by the government’s 
avowed intention to see fair play for both 
depositors and banks. 
The difficulties met by commercial bank- 
ng awakened the people to an intense cu- ’ 
tiosity as to all phases of bank operation. LOUISE B. MOYER 
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ings lose faith in themselves they instinc- 
tively reach out to grasp whatever seems 
stable in a world of chaos. Because this is 
so, the present time is peculiarly ripe for 
additional effort in placing the advantages 
of our stewardship before the public. 


Replacement of Capital and Restoration of 
Income 

In 1929 arguments for steady income and 
permanence of principal meant little to men 
and women dizzy with the whirl of specula- 
tion and the quick accumulation of apparent 
fortunes. Then, individual manipulation of 
funds seemed good, but now, in the face of 
widespread financial losses, it should be easy 
to sell the idea of corporate management of 
property and corporate settlement of estates. 
Our public has lost faith in its own ability 
to preserve assets and to provide a steady 
income for dependents. Today the chief prob- 
lem facing the head of the average family is 
replacement of capital and restoration of 
income. 

Not only has the calamitous succession of 
events during the past few years upset the 
financial stability of family after family, but 
these same events have stressed anew the 
great need for elasticity in arrangements 
where income or principal is to be applied 
to the maintenance of minors or to the pro- 
tection of the helpless. Yet a great number 
of our prospects do not realize that prop- 
erly drawn trust agreements can supply this 
elasticity as can no other arrangements with 
equal safety. Obviously the responsibility 
of the solicitor as an educational leader is 
stressed by this increasing desire for broader 
application of income and principal to cover 
possible emergenices or future needs of bene- 
ficiaries. 


More Discriminative Attitude 
Sales resistance decreases or increases in 


accordance with general conditions. In times 
of panic resistance is at its height, but fol- 
lowing the return to sanity comes a period 
when suspicion is supplanted by a desire to 
understand, a period when doubt can be dis- 
pelled by frank discussion and explanation. 

The events of the past three months have 
affected both our printed advertising and our 
solicitation. The tone of our newspaper ad- 
vertisements and our discussions must be 
courageous, effective and educational. Since 
the moratorium, people are not content to 
have banking services merely labeled. They 
want to understand them, to know the 
“How” and “Why” and the cost, and this 
is a hopeful sign. 

The fact that trust funds were not affected 
by bank closing and beneficiaries’ interests 
were protected even when commercial bank- 
ing operations were suspended has driven 
home the fact that, by both law and custom, 
such funds and interests are surrounded by 
a wall of safety and has directed unusual 
public interest and attention toward trust 
company management of property. But the 
confirmation of faith in trust operations has 
only served to accentuate the questioning 
attitude of the public toward our services. 
Here, as in commercial banking, people are 
curious as to the “How” and “Why” and the 
costs, and this curiosity should lead to 
strengthening the relations with our present 
customers and to widening the circle of our 
usefulness. We must lay the cards on the 
table. John Doe today will not take the 
mere word of any man. He must be shown. 
Therefore, in our trust advertising and so- 
liciting, we should not so much affirm the 
stability of our service as we should demon- 
strate by graphic illustration and proof our 
actual accomplishments for those we already 
have served or are serving. 


Laying Foundation for Further Trust Business 


Even where immediate business cannot be 
secured the opportunity is great for laying 
the foundation for future connections when 
the tide of individual fortune turns. Many 
& man now stripped of his previously accu- 
mulated assets will be a desirable client for 
any trust department ten years hence and 
upon that man should be spent considerable 
effort. If he has a will drawn in times of 
plenty, we should urge revision of that docu- 
ment and, if we can show him how he ma) 
save his family from disaster by eliminating 
specific bequests and having his lawyer re- 
draw his will to fit his present needs and 
condition, we shall make a friend who wil! 
not forget us in later days and who will 


a ae 





COMPANIES 


PCS NG 


THEY SURVIVE ... 


“This great nation will endure as 
as it always has endured.’’ 


from President Roosevelt’s 
Inaugural Address. 
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and so will its long-established 
churches 


institutions: schools .. . 
. . . banks. Basic principles of edu- 
cation ... eternal truths of religion 


. . . integrity in business and bank- 


ing, are permanent and always will be. 


THE TRUST COMPANY 
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wholeheartedly recommend us to his asso- 
ciates. 

If we can show him, further, how he can 
use an insurance trust as an immediate re- 
placement of lost capital for his heirs; as 
an emergency coverage for his family; as a 
valuable credit aid in the continuance or re- 
establishment of his business; and as a 
source of ready cash for his estate, we shall 
be building confidential relations and depen- 
dence upon our counsel that will be lasting 
and valuable. 


Challenge of the Day 

Just as the acid test of all trust adminis- 
tration is good management, so the acid test 
of all solicitation during this period of re- 
adjustment will be good management and 
that will mean the adaptation of our sell- 
ing methods to the urgent needs of the day 
and a generous contribution of time and 
energy to the individual problems of the men 
and women we approach. 

The solicitor who can intelligently discuss 
he layman’s present position and who can 
lefinitely point a way to his comfort and 
security is the man who will be heard, but 
the solicitor who cannot analyze a man’s 
condition and who cannot show him by ac- 
tual demonstration how he can set up anew 
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the protection for his family will not only 
fail utterly, but will bring into disrepute 
the service he represents. 

The challenge of this day of fluctuating 
values, changing laws and widespread eco- 
nomic upheaval is not for the weak or ir- 
resolute—it is for the trust representative 
who is backed by conscientious administra- 
tion within his organization, and who is pos- 
sessed of intelligence, vision and under- 
standing. To all such the very difficulties 
of the times are but opportunities for more 
comprehensive service, for greater personal 
achievement. 

2, *, 


o, 
~~ Od Od 


Cc. Jared Ingersoll, a member of the board 
of managers of the Girard Trust Company 
of Philadelphia has been elected a manager 
of the Western Savings Fund Society of that 
city. Clarence A. Chafey, aged 34 and former 
vice-president, has been elected president of 
the Nyack National Bank & Trust Company 
of Nyack, N. Y. succeeding the late Frank 
Comesky. 

The National Industrial Conference Board 
states that national income in the United 
States has dropped to about forty billions, 
a decrease of 53 per cent below that of the 
year 1929. 








Uncertainty as to immunity of life insur- 
ance trust proceeds from claims of credit- 
ors of the insured has been clarified by re- 
cent decisions, notably by the Common Pleas 
Court of Pennsylvania in connection with 
the Nesbit case, wherein the court held, in- 
effect, that such proceeds are not subject to 
the claims of creditors. Substantially the 
Same questions and judicial results have 
been similarly decided in Appellate Court of 
Illinois in Gurnett vs. Mutual Life Insurance 
Company and in New Jersey in the case of 
Bose vs Meury. 

The substance and Significance of the re- 
cent decision in Pennsylvania relating to a 
large insurance trust established by Harri- 
son Nesbit, former president of the closed 
Bank of Pittsburgh, who died insolvent in 
the fall of 1931, is discussed by Alexander 
P. Reed, vice-president and trust officer of 
the Fidelity Trust Company of Pittsburgh, 
which was appointed administrator pendente 
lite of his estate and as such was compelled 
to assert the rights of creditors against the 
proceeds of the insurance. Mr. Reed Says: 

“The trust was originally established by 
a revocable agreement dated September 11, 
1928, under which all the various rights and 
options under the insurance policies were 
reserved to Mr. Nesbit. In June. 1930, in 
order to enlarge the powers of the trustees, a 
substantially identical agreement was sub- 
stituted for the original agreement. but the 
court decided that the new agreement should 
be considered merely as a re-declaration of 
an existing trust. Most of the policies in- 
cluded in the trust were originally payable 
to Mrs. Nesbit, but several large policies for- 
merly payable to Mr. Nesbit’s estate were 
made payable to the trust sometime after 
the execution of the agreement. 

“The court found that all of the insurance 
had been made payable to the trust before 
Mr. Nesbit became insolvent. After he had 
become insolvent he borrowed on some of 
the policies. To effect the loans he complied 
with the red tape prescribed by several of 
the companies which required that he revoke 
the designation of the trustees as beneficia- 
ries, designate his estate as beneficiary, and 
then re-designate the trustees as beneficia- 
ries. The court decided that the momentary 
designation of his estate as beneficiary under 
these policies to enable him to borrow on 
the policies was of no Significance. 
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IMPORTANT DECISION UPHOLDS IMMUNITY OF LIFE INSURANCE 
TRUSTS FROM CLAIMS OF CREDITORS 


“Sometime after Mr. Nesbit became insol- 
vent he executed a supplement to the trust 
agreement providing that, so long as he was 
indebted to a certain bank in Ohio, the trust 
agreement should not be revoked or amended 
further, and that, in the event of his death 
before the indebtedness was paid off, the 
trustees should purchase his note from the 
creditor bank for the amount of the princi- 
pal and interest due thereon upon the bank’s 
surrendering to the trustees the collateral 
which it held. 

“The creditors contended that the pro- 
ceeds of the insurance should be considered 
as a part of Mr. Nesbit’s estate because the 
trust was testamentary in character, that 
the creation of the trust was a fraud on 
creditors under the Act of 1921, and that in 
any event Mr. Nesbit’s tampering with the 
trust after it was originally established sub- 


jected the insurance proceeds to their claims. 


“The court decided that the trust was not 
testamentary in character and that, since 
Mr. Nesbit’s wife and children were the 
beneficiaries of the trust. the insurance pro- 
ceeds were protected from the claims of 
creditors by the Act of 1923. The court de- 
cided, however, that the attempt to secure 
the Ohio bank under the guise of directing 
the trustees to invest in Mr. Nesbit’s obliga- 
tion to the bank was a preference which 
Should enure to the benefit of all the credit- 
ors, and therefore directed the trustees to 
pay over to the administrator pendente lite 
the amount owed the Ohio bank upon sur- 
render of the collateral or other property of 
equal value. 

“Because of the prominence given the case 
by the newspapers it prompted many in- 
quiries concerning the immunity of life in- 
surance trusts from the claims of the credit- 
ors of the insured. Although the facts in the 
case were exceptional, the possibility that 
the creditors might be successful was dis- 
turbing. Therefore the decision of the court 
holding that the proceeds of the insurance 
are not subject to the claims of creditors is 
reassuring. However, there will probably be 
an appeal.” 


—_—__. 


Class I railroads of the United States for 
the first three months of 1933 had a net 
railway operating income of $33,909,385 
which was at the annual rate of return of 
0.67 per cent on their property investment. 
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APPROVED CODE OF ETHICS GOVERNING RELATIONS 
BETWEEN LIFE UNDERWRITERS AND TRUST OFFICERS 


CODE CREATED AND ADOPTED BY THE BOSTON LIFE INSURANCE 
TRUST COUNCIL 


(Epiror’s Note: Current and increasing demand for the creation and conservation of 
estates should serve to give renewed impetus to the establishment of mutual relations between 
life underwriters and trust officers, especially as regards the creation of life insurance trusts. 
The Boston Life Insurance Trust Council was organized in 1930 by a group of insurance 
underwriters and trust company officials for the prime purpose of creating a better under- 
standing on the part of trust officers, on the one hand, as to the problems of the life underwriter 
and to familiarize the latter more thoroughly with the workings of a life insurance trust. 
Out of such contacts and discussions there has been evolved a code of ethics which was recently 
endorsed by the Boston Life Insurance Trust Council, of which Franklin W. Ganse is presi- 
dent. This code may well serve as a guide for life underwriters and trust officers throughout 
the country in aligning life insurance with fiduciary protection. Following is the text of the 
“Code of Ethics” created and endorsed by the Boston Council.) 


HE Boston Life Insurance Trust Coun- 

cil believes that the following conven- 

tional rules of conduct should guide 
the life underwriters and the trust officers 
in their mutual endeavor to create and con- 
serve the estates of customers: 

“1. That the best interests of the customer 
and his beneficiaries shall be the guiding 
principle of life underwriters and trust offi- 
cers in their professional relation toward 
the customer and toward each other. 

“2. That such a relation requires that the 
life underwriters cooperate with trust officers 
in bringing before their customers the vari- 
ous trust services offered by trust compa- 
nies; that trust officers advise and encour- 
age adequate insurance protection and Co- 
operate with life underwriters to accomplish 
this result. 

“3. That confidence must be the basis of 
the relationship between life underwriters 
and trust officers to the end that life under- 
writers and trust officers may seek the as- 
sistance of each other in any given case 
with the confident assurance that such life 
underwriter or trust officer, as the case may 
be, will do nothing to jeopardize this exist- 
ing relationship. 

“4. That the life underwriter and the trust 
oficer must restrict their efforts to their 
respective fields of professional endeavor, in 
the assured belief that such complementary 
Services will bring about the most complete 
estate plan for the customer. 


“5. That financial returns to each interest 
shall come wholly from the respective serv- 
of life underwriters and trust officers. 
Trust companies, or trust officers, shall not 
expect to receive compensation on the sale 
of life insurance. Life underwriters shall 
not expect to receive compensation for the 
placing of trust business with trust com- 
panies, or for any other banking or trust 
relationship which may result from the con- 
tact of the customer with the trust company. 

“6. That a customer should be free to 
any trust company or life under- 
writer to represent him, but if he has no 
preference it is in order for the trust officer 
or life underwriter to recommend a life un- 
derwriter or trust company as the case may 
be, of qualified ability and competence. 

“7. That the monthly income policies and 
the mode of settlement options provided in 
life insurance policies are recognized by trust 
officers as a useful and valuable service to 
the policyholder, and the insurance trust is 
recognized by the life underwriters as an 
equally valuable service available to the 
policyholders, either entirely or in part. The 
suitability of one or the other, or both, meth- 
ods of providing for the management of the 
policy proceeds is a matter for determination 
in each individual case, and is not a con- 
troversial subject in which the interests of 
the trust officer and the life underwriter are 
at variance. 

“S. That where life insurance is already 
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under a deed of trust the life underwriter 
should not effect changes in, or cancella- 
tion of, such deed of trust, without first ar- 
ranging a joint interview between customer 
and trust officer. The customer is entitled 
to the trust company’s point of view. 

“9. That where life insurance is under an 
optional mode of settlement, the trust officer 
should not effect changes in, or cancellation 
of, such mode of settlement, without first ar- 
ranging a joint interview between customer 
and life underwriter. The customer is en- 
titled to the life insurance company’s point 
of view. 

“10. That upon the continuance of harmoni- 
ous relations between life underwriters and 
trust officers depends to a large extent the 
future progress of estate creation and con- 
servation, but should differences of opinion 
unfortunately arise, such are to be 
referred to a Committee on Practices, com- 
posed of two trust officers and two life un- 
derwriters. This committee shall be appointed 
each year by the president of the Boston Life 
Insurance Trust Council. 

“11. That all matters that cannot be ad- 
justed amicably between a life underwriter 
and a trust officer, which pertain to the han- 
diing of the estate affairs of a customer, may 
be referred to this committee by either party. 


cases 


FRANKLIN W. GANSE 


President of the Boston Life Insurance Council and Man- 
ager of the Estate Protection Department, John Hancock 
Mutual Life Insurance Company of Boston 
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Such grievance shall be submitted in writing. 
Upon receipt of this complaint in writing, 
the Committee on Practices shall notify both 
parties of the time and place for the hear- 
ing on the complaint. The Committee on 
Practices shall have the right to call in any 
other parties to the hearing who, in its opin- 
ion, from their testimony, will assist it in 
rendering a decision in a fair and equitable 
manner. The Committee on Practices shall 
render its decision in writing to both par- 
ties. 

“12. That a transcript of the evidence and 
the decision shall be forwarded to the Execu- 
tive Committee. An appeal from the decision 
of the Committee on Practices may be taken 
by either party within thirty (30) days from 
the rendering of such decision to the Execu- 
tive Committee. 

“13. That the decision of the Executive 
Committee shall be final. Failure by either 
party to comply with the decision of the 
Committee on Practices, or, upon appeal, of 
the Executive Committee may be construed 
as unwillingness to comply with this Code of 
Ethics created by and adopted by the Boston 
Life Insurance Trust Council. The Execu- 
tive Committee may by vote terminate the 
membership of the member not so comply- 
ing. 
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IMPREGNABLE POSITION OF CLEVELAND 
TRUST COMPANY 


Unfounded rumors and an incipient run 
served to demonstrate the confidence of the 
community toward the Cleveland Trust Com- 


pany which was licensed to resume unre- 
stricted functions immediately following the 
close of the national banking holiday in 
March and which is one of the three institu- 
tions to provide uninterrupted banking facili- 
ties in that city. For no apparent reason and 
due solely to unfounded rumors small groups 
of depositors appeared on April 27th to make 
withdrawals. Upon assurances from Presi- 
dent Harris Creech that the bank would ex- 
tend regular banking hours to 5 o’clock and 
open promptly the following morning to meet 
all requests for withdrawals the “run” was 
quickly ended. Subsequently the deposits of 
the company showed marked gains as evi- 
dence of the good will of individual and cor- 
porate depositors which has been efficiently 
served by this institution for many years. 
At the present time the Cleveland Trust 
Company is the largest bank in Ohio, a re- 
cent statement showing resources $257,477,- 
000; deposits $225,644,000; capital $13,800,- 
000; surplus and profits $9,641,000 with re- 
serves of $1,884,000. 





MORTGAGES AND MORALS 


SECURING ADVANTAGE BY FINANCIAL DEFAULT, SUBTERFUGE, 
BANKRUPTCY AND WANTON DESTRUCTION OF PROPERTY 


HERBERT O. FREY 


Real Estate Officer, The Pennsylvania Company for Insurances on Lives and Granting Annuities, 
Philadelphia 


(Epitror’s Note: 


Mr. Frey warns against an adverse change in the moral code of 


business relationships, especially in the real estate mortgage situation. This is occasioned, 
he states, by the shrinkage or disappearance of equities, growing enmity between borrower 
and lender and studied effort to evade obligations and contracts duly entered into as between 
mortgagor and mortgagees, tenants and increasing antipathy against owners of tangible 
property. The moral distortion lies in the fact that people have learned how to win but not 


how to lose. 


courage the cruel irony of these days.) 


ITH no desire to be foolishly opti- 

mistic, nor to be buoyed by idle 

rumors, we can discern today indi- 
eations of a change for the better in the 
trend of things. Not one or two isolated 
events, but the cumulative force of many 
facts compels this opinion. The course of 
commerce and industry has commenced the 
ascent. Past experience teaches us that in 
every such movement, real estate reacts last. 
This has been accepted as axiomatic. Even 
now there is a noticeable tendency to in- 
vest in real estate before the swing of re- 
covery gathers momentum. Rental activity 
has increased, and this will beneficially affect 
the security of mortgage investments. 

We need have no concern as to whether 
or not real estate and mortgages will again 
come into their own, because they are sure 
to join in the march of recovery. Nor need 
we be exercised about the extent of the re- 
covery, save that it may lead to a time when 
real estate can be sold when desired at a 
price which will enable the buyer to realize 
a reasonable return upon the price he pays. 
When an owner can sell almost at will, and 
at a fair price, investors will again be ready 
to lend their money upon mortgage, and thus 
buying and selling real estate will be stimu- 
lated and become fashionable again. 


Serious Phase of Mortgage Situation 


There is a matter that should occasion 
more concern than this. If the shrinkage in 
values has occasioned us worry, the loss of 
something far more difficult to restore, name- 
ly, morale, should occasion genuine alarm. 


Mr. Frey descries, however, a brighter side of the part of those who face with 


There has been unquestionably an adverse 
change in the moral code in business relation- 
ships. This is a phase of the mortgage situa- 
tion which has become serious. To those con- 
cerned chiefly with matters financial this 
phase of our present situation may appear 
irrelevant. But the words of Francis P. 
Garven of Yale University are in point here: 
“Tt is not the fair play taught in sports when 
leading bankers say that they are responsible 
for nothing except money.” We should be 
interested in the moral issues of business and 
we are. 

Here are some indications of the moral 
trend in our mortgage situation: 

I. There is a distinct lowering of moral 
ideals. Great pressure has wrought this. 
We have always had evasion of obligations 
to a degree, but today this is not only in- 
tensified, but is lightly treated and sometimes 
even condoned. Tenants treat leases as scraps 
of paper and have no regard for the sacred- 
ness of their written obligations. Mortga- 
gors do not hesitate to withhold payments of 
interest and taxes in an effort to enforce con- 
cessions not always justified. 

Financial institutions are confronted with 
a demand for mortgage money backed by 
excellent security, and are forced to decline 
because the needed funds cannot be obtained 
save by demanding payments from existing 
borrowers whom they have no desire to em- 
barass. What is the result? The would-be 
borrower blames the banker for not being 
helpful. The beneficiary for whom the banker 
acts condemns the banker because of his 
lenient attitude toward the borrower. The 
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mortgagor who is not pressed for payment of 
principal adds his mead of censure because 
he has not received other concessions. No 
one is ever wrong except the banker. He is 
never right. There is no fair play in this 
attitude. 
Disappearance of Equities 

II. There is a distorted vision of moral 
rights. This is occasioned by the shrinkage 
or disappearance of equities. The owner 
whose property does not pay its way decides 
that the loss of both principal and interest 
should be borne equally by himself and the 
holder of the first and second mortgages. 
There is in this attitude a forgetfulness of 
the order of things. The first mortgagee 
was given a prior claim to the security and 
its earnings when the debt was created. 
There was no question or misunderstanding 
about this originally. The second mortgagee 
came next in order. He ran a greater risk 
and was compensated often by a higher rate 
of interest and sometimes by amortization of 
principal. The moral distortion lies in the 
fact that when values were increasing and 
income substantial, the first mortgagee was 
never a partner in the profits, nor did he 
expect to be. We have learned only how to 
win, but not how to lose. It is true that 
the pressure of adversity has never been so 
great as now, but the effect does not reflect 
great credit upon our educational methods 
of training in moral conduct. 


Enmity of Borrower Against Lender 


Ill. The growth of enmity of borrower 
against lender, culminating in vindictiveness 
which sweeps aside every consideration of 
what is right and fair. The thing itself is 
not new, but has been unusual in our civili- 
zation. It is the ultimate stage in the moral 
breakdown and demands the consideration of 
thoughtful people. It exhibits itself in stud- 
ied effort to secure every advantage by finan- 


cial default, subterfuge, bankruptcy, neglect 
of property, and often in wanton destruc- 
tion. 

Vandalism is so rife that one is amazed 
that such conditions could obtain in a po- 
liced community. ‘Such destruction of prop- 
erty is purely vindictive, and is not occa- 
sioned by the desire for loot. It is the ex- 
pression of antipathy against the owner of 
tangible property. It is unreasoning, or its 
perpetrators would realize that their acts are 
driving potential investors in mortgages out 
of the market. This moral decadence repre- 
sents by far the most serious loss the country 
has suffered in the past three and one-half 
years. The much maligned copy book of 
school days, which extolled the homely vir- 
tues, might be good medicine today. 

However, there is a brighter side. The 
man who, having tasted the sweets of lux- 
ury, and, having lost all, chooses not the 
easiest way out, but still holds up his chin; 
the boys and girls at school and college, un- 
accustomed to count their pennies, who, in 
the midst of unexpected family adversity, 
close their books and come home to share 
the burden; and the wives who, often in 
ignorance of financial matters until the in- 
telligence of sudden poverty deals its stun- 
ning blow, have uncomplainingly surrendered 
their personal treasures and kept smiling in- 
stead of chiding ;—these have held aloft the 
torch that all might see there is something 
that financial disaster cannot destroy. 

Those who have faced with courage the 
cruel irony of these days, and have realized 
that another day will surely dawn when an 
unsullied record will open the path of re- 
construction for them, are the ones who will 
come back in a material sense. Every such 
man or woman is our best assurance that 
there will be a rebirth of the tested moral 
standards of the ages, and he reinecarnates 
something of the spirit of that noble char- 
acter so aptly pictured by the historian Mot- 
ley when he says, “He went through life 
bearing the load of a people’s sorrows upon 
his shoulders with a smiling face. . .. The 
people were grateful and affectionate, for 
they trusted the character of their ‘Father 
William.’ As long as he lived, he was the 
guiding star of a brave nation, and when he 
died the children cried in the streets.” 
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The Huntington National Bank of Colum- 
bus, Ohio, reports trust funds aggregating 
$33,330,000. 

An effort is being made to reorganize the 
Laclede Trust Company of St. Louis which 
has been closed since last January. 
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MEETING NEW DEMANDS OF THE TRUST PROSPECT 


RENDERING FULL LIVING TRUST SERVICE WITHOUT TAKING 
TITLE TO PROPERTY 


PAUL S. CHALFANT 
The Purse Company, Chattanooga, Tenn. 


(Epiror’s Nore: The most potent appeal of trust service today is that of safeguarding 
principal and of supplying prudent investment counsel, rather than factors of high yield. 
The writer of the following article submits that this new need can be best supplied by means 
of an investment counsel “‘Agency’’ which provides complete living trust service without 


requiring surrender of title on the part of trustors.) 


HE average trust customer is today 

more vitally concerned in securing pru- 

dent and responsible investment coun- 
sel than high yield. In 1928 the maker of a 
$100,000 voluntary trust demanded of the 
trustee that the entire fund be invested in 
first mortgages on improved real estate, pref- 
erably homes, regardless of any other policy 
of diversification which might guide the 
bank’s trust investment committee. Mavxi- 
mum income was desired. 

In 1933 the trustor has a new idea born 
of changed conditions. He requests the trus- 
tee to guarantee a 4 per cent return on the 
trust estate, which of course, is refused. The 
trustee might have but did not counter with 
the suggestion that it be repaid the $10,000 
in excess of 4 per cent which it has earned 
for the trust during the past four years. 
The management of the trust has been so 
nearly perfect that but one mortgage of 
$7,500 is in default in interest and principal 
payments; one of $3,000 in default on in- 
terest only. The properties were reappraised 
in late 1932 at $11,000 and $7,500 respective- 
ly, so there is ample equity to protect these 
loans. 


Safety of Principal Now the Chief Cause 

The fact that the trustor is now willing 
to accept a yield of 4 per cent on $100,000, 
Which is less than 6 per cent on $70,000, 
seems to be a tacit admission of two things: 
first, safety of principal is now of greater 


concern than maximum income: second, if 


there has been less than 30 per cent depre- 
ciation in principal since 1928 the trustee 
has done a good job. 

Most trust officers would be seeking tree 
planting jobs in Tennessee or leaping from 


the rails of China bound steamers if the 
total funds under their management had 
depreciated 30 per cent during the past four 
years, despite the fact that few individuals 
have done as well either in investments or 
in salaries for services. It is true that a 
mortgage here, a bond there, and mayhap a 
greater amount than 30 per cent of an occa- 
sional trust may be in default, or completely 
wiped out, but the average loss is exceed- 
ingly small. 

Therefore, while putting under the micro- 
scope these human errors of judgment—by 
hindsight, honestly made, trust officers and 
the managements of their respective insti- 
tutions must occasionally look at their whole 
trust responsibility through a telescope. If 
the public is given this larger perspective the 
trust departments may well “point with 
pride” and none will “view with alarm.” 

In the light of the mental gymnastics of 
the trustor mentioned above, what is the 
logical service to offer at this time? 


A New Interpretation of “Agency” Service 

It may be difficult to convince some peo- 
ple that our banks will survive to adminis- 
ter their estates in the unknown future. It 
may even be out of tune with the times to 
urge the surrender of title to property under 
revocable living trusts, much as the invest- 
ment record would appeal to thinking men 
and women. Sut certainly people will be 
seeking a new and honest type of prudent in- 
vestment counsel. 

The trust department answer to this chal- 
lenge will be found in a broader interpreta- 
tion of “Agency” service. In a word, the 
trust department may render a full living 
trust service at full living trust fees, but 
without taking title to the property; and 
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STOCK TRANSFER GUIDE 
AND SERVICR 


The only medium 


through which the rulings, past or 
current, of the New York Stock 
Transfer Association are made 
available is The Stock Transfer 
Guide and Service. In addition 
to the rulings of the association 
this Service also shows, in in- 
stantly accessible form, just what 
documents, waivers, endorse- 
ments, etc., are necessary for the 
transfer of any security, regard- 
less of what state’s laws may be 
involved. Used by practically all 
leading transfer agents, and by 
estate, bank and trust company 
attorneys. Write for particulars. 


THE, CORPORATION TRUST COMPANY 
120 Broadway, New York, N. Y. 





buying and selling for the account only upon 
order of the trustor. There can be a distinc- 
tion between mere “custody,” at custodian- 
ship fees, and an _ investment counsel 
“agency” at full trust fees. 

Customers should receive an analysis of 
their present investments and recommenda- 
tions as to what to hold and what to sell. 
Then facts would be furnished to support 
advice as to purchases for replacement of 
those to be sold. Beyond this point the trust 
department would maintain its regular in- 
vestment analysis service on the _ recon- 
structed portfolio and recommend future 
changes. Securities would be held in safe- 
keeping, income collected, disbursements 
made according to instructions, tax returns 
computed, and statements rendered at regu- 
lar intervals. 


Serving Trustors to Greater Advantage 

The president of a prominent Eastern firm 
of investment counsellors writes in response 
to a particular inquiry: 

“Tt confirms my opinion that some trust 
companies do not know what investment 
counsel is. We would hesitate a long time be- 
fore taking an account whereby we only 
made a report once a quarter or semi-annu- 


ally, and we have turned down prospective 
accounts which wanted only a single review. 
This was done in both ours and the client’s 
interest.” 

This indictment may be true of speculative 
accounts but the trustor originally referred 
to in this article is more typical of those 
whom trust departments seek to serve and 
can serve to advantage. Give living trust 
service a new name. Freedom from the 
expense and publicity of probate is the price 
paid for not surrendering title and full legal 
responsibility in the management of the 
trustor’s property. Yet an investment coun- 
sel agency account may well serve as the 
foundation upon which to develop a future 
use of the complete service of the trust de- 
partment. 


2°, *, 2 
“— “ 


Earl A. Morton, vice-president of the Com- 
monwealth Trust Company of Pittsburgh has 
been elected vice-president of the Trust Di- 
vision, A. B. A., representing the State of 
Pennsylvania. 

The Irving Trust Company of New York 
has been appointed depositary under a recent 
agreement for the first mortgage 5% per cent 
sinking fund gold bonds of the United Post 
Offices Corporation. 


: 
: 
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UNIQUE SCRIP AND CURRENCY ISSUED DURING THE RECENT 
NATIONAL BANKING HOLIDAY 


Centuries hence, when the present de- 
pression will be ancient history, the only 
tangible reminders of the recent national 
banking holiday will be preserved in nu- 
mismatieal exhibitions. Suggestive of the 
benighted ages when socalled modern civi- 
lization and monetary systems of ex- 
change were not dreamed of the 1955 
banking crisis will yield exhibits of emer- 
gency currency and scrip not much, dif- 
ferent from the crude devices of barter 
among ancient tribes. 

At the Chase National Bank of New 
York which has assembled one of the most 
complete collections of moneys of the 
world, embracing more than 40,000 pieces 
and systematically dating back to oldest 
or specimens in existence, there 
has now been added a collection of the 
various forms of emergency currency or 
scrip employed in various parts of the 


coins 


country during the recent banking mora- 
torium and immediately preceding. It in- 
cludes wooden nickels issued by the 
Chamber of Commerce of Tenino, Wash- 
ington and in the town of Blaine in the 
same state. There are specimens of buck- 
skin currency circulated in Wallowa 
county, Oregon and “corn money” used by 
farmers and merchants in Iowa with oth- 
er forms of serip backed by commodities. 
Huge-size “non-hoarding checks” which 
made their rounds in the Pajaro Valley 
in California are shown together with 
“oyster money” from the State of Wash- 
ington made from oyster shells, different 
kinds of individual and clearing house 
scrip as well as student scrip issued at 
Princeton and Vassar College, help to give 
interesting variety to the latest additions 
of the Chase collection, some of which 
are pictured in the above illustration. 


TT 





How will our own apparent entry into 
the list of depreciated currency countries 
affect this problem of competition from 
the other depreciated countries? Is not the 
answer this—that to the extent that we de- 
preciate the dollar—and can keep it depre- 
ciated—without the aid of some great “Ex- 
change Stabilization Fund’—such as is main- 
tained in at least one foreign country—the 
full force of present competition from other 
depreciated currency countries, both in for- 
eign markets and in our own domestic mar- 
ket will be lessened to the extent that the 
amount of our depreciation approaches that 
of our competitors. But how far will our 
dollar be depreciated, and at what level can 
we keep it depreciated: Can we afford to 
keep it depreciated to the extent of 60 per 
cent which would be necessary in order to 
meet some of the most severe competition? 

Are we to enter into a chaotic race to see 
which country can depreciate its currency 
the most in order to secure competitive trade 
advantages? And, if so, what are we going 
to do about the billions of dollars of govern- 
mental, corporate and private debts in this 
country payable in “gold of the present stand- 
ard of weight and fineness?’ Does any at- 
tempt to get even with the other country by 
depreciating our currency to this level— 
whatever that may be at any time’or from 
time to time—compare for soundness and ef- 
ficiency and effectiveness with the principle 
of adopting compensating exchange surtaxes 
to equalize currency values? 

We are about to enter a great monetary 
and economic conference. We seek to cor- 
rect existing evils. But are those countries 
which at the present time are benefiting so 
enormously in their own foreign’ trade 
through invading our domestic market, by 
the depreciated currency route, going to po- 
litely give up their advantages and go back 
to the gold standard simply because we say 
“Please?” On the other hand are we not 
inviting them to stay off the gold standard 
perhaps permanently—by leaving our domes- 
tic markets wide open to their variations in 
exchange? 

Do we not need a background and a lever- 
age with which to bargain, not merely in the 
present emergency but as a matter of per- 
manent national policy—to protect our do- 
mestic trade not only from the present in- 
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ENTERING THE ARENA WITH DEPRECIATED CURRENCY COUNTRIES 


WORRALL WILSON 
Chairman of the Seattle Trust Company, Seattle, Washington 











vasion, but from future similar attacks 
through the depreciated currency channel— 
whatever levels or forms it may from time 
to time develop? As one layman I believe 
that we do, and I subscribe to the principles 
already laid down by this United States 
Chamber of Commerce that the remedy for 
the present situation and the permanent 
protective policy that will guard us from any 
possible future recurrency of similar condi- 
tions—and furnish the necessary leverage to 
force other nations back on sound currency 
standards, is the principle of the compen- 
sating exchange surtax substantially in the 
form as already presented in Congress. 


PERIL OF INFLATION BECAUSE 
OF INADEQUATE CONTROL 


HENRY I. HARRIMAN 


President of the Chamber of Commerce of the 
United States 


I confess to a grave fear of inflation be- 
cause of the difficulty of maintaining ade- 
quate control over it, yet I recognize the 
need of higher prices. I believe that the 
latter can be brought about through the 
medium of the minimum wage, minimum 
prices for basic commodities and an elastic 
control of the hours of labor. I have great 
hopes that through trade conferences in 
which business and labor will participate, 
much will be done to raise the price level 
and restore the prosperity of the country. 

Opponents of inflation say that it will not 
permanently increase the purchasing power 
of the nation; that what is gained in volume 
of currency will be lost in volume of credit; 
that 90 per cent of our money transactions 
are carried on by check, that is, by bank 
credit—and that the deflation of the past 
three years has been in bank deposits which 
have shrunk fifteen billions of dollars while 
actual currency has increased by a billion. 
They point out, further, the grave difficul- 
ties of adequate control of inflation once it 
is started. Finally, they affirm that no coun- 
try has permanently benefited by inflation. 


A new booklet on internal bank auditing 
procedure has been issued by the Bank Man- 
agement Commission of the American Bank- 


ers Association. 
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THE WRITING OF ADEQUATE WILLS—LOSSES 
INCURRED BY INTESTACY 


CURRENT CONDITIONS EMPHASIZE NEED OF SOUND 
TESTAMENTARY DISPOSITIONS 


CRAIG R. SMITH 
Assistant Secretary, Central Hanover Bank and Trust Company, New York City 


(Epitor’s Note: The great shrinkage in values affecting practically all types of 
estate assets renders it more urgent than ever for fiduciaries to make common cause with 
professional legal talent to encourage sound will writing upon the public. Between the lines 
of inadequately written wills and of intestacy may be read tragic experience of loss, suffering 
and impoverishment. Mr. Smith cites illustrative examples from actual experience and 
suggests methods of approach and plans that make for sound disposition of estates. The 
following gives salient portions of an address recently presented before a meeting of the 
Committee on Financial and Fiduciary Matters of the Federal Council of Churches of Christ 


in America.) 


HERE are usually three important 

matters to be provided for in drafting 

a will: (a) An executor is named; (b) 
property is distributed, and; (c) trusts are 
established. Let us examine briefly these 
three things and see why they are so impor- 
tant, and what results are apt to follow 
when no will is made, or when a will is 
made and any one of them is omitted. 


Naming an Executor 

A man of property dies without a will. He 
has varied interests. What happens? In all 
probability the Surrogate will appoint his 
wife administrator of his estate. When this 
is suggested to a man who has made no will 
he is apt to say, “Fine, my wife is capable. 
She can manage all right.” But can she? 
Well, if her husband has been in business, 
she will need an executive to carry it on or 
to liquidate it. To probate his will she will 
require an attorney. For tax returns, fed- 
eral estate, New York estate, two income 
taxes, property taxes, and perhaps others, 
she will need a tax man. If he owned real 
estate, beside his home, she may need a real 
estate man. She needs an appraiser for tax 
purposes—certainly someone to advise her 
on investments. We cannot doubt that all 
these problems are quite remote from the 
daily routine of the average woman. 

Would any sane man go on a trip for even 
six months without making most careful pro- 
vision to take care of the heavy responsibili- 
ties he is leaving behind him? Is he then 
willing to go away for all time without mak- 


ing any provision at all for the far heavier 
responsibilities involved in his permanent 
absence? Could he do a greater injustice to 
his wife and family? 

Probate is said to be nothing more than 
the liquidation of an estate and usually it 
must be completed within a year. You know 
as well as I the losses that are likely to be 
incurred in liquidation if the management is 
not of the best. The making of a will is the 
only way in which a man may name an ex- 
ecutor or manager of his estate who can con- 
serve the assets as well as distribute them. 


Distribution of Property 

If a man leaves no will, for example, 
the State of New York distributes his prop- 
erty for him in accordance with the laws of 
descent and distribution. Some men say, 
“All right, the law suits me,’ and many 
really believe it will until they learn the 
truth. And sometimes they never do learn 
the truth—to the irreparable loss of those 
whom they would most like to benefit. Under 
the intestacy laws, property passes, gener- 
ally speaking, first to the wife and children; 
if there are none, to the parents; and if none 
of these survive, to brothers and _ sisters, 
uncles and aunts, nieces and nephews. These 
laws are simple enough of statement. In 
practice, however, they are involved, and the 
developments are likely to ‘be very unex- 
pected and equally undesired by those most 
interested. 

A man I know recently said he had little 
left since the decline in security values ex- 
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cept his house in Westchester County, a 
beautiful home, which he said was worth 
$65,000 even in these times. He had no 
children. He said that he didn’t have to 
make a will because, being happily married, 
he had put the property in his wife’s name. 
But when he learned that, although he had 
bought and paid for the house with his own 
money, should his wife die before him the 
house would probably have to be sold and 
all that he would receive would be $35,000 
and that his wife’s mother and father, who 
were already well-to-do, would receive the 
balance of $30,000, he quickly came to the 
conclusion that his wife must make her 
will. He saw the other side of the picture. 
If women could learn the truth about their 
side of intestacy as this man did about his, 
I think a good many husbands would be call- 
ing on their attorneys tomorrow to have their 
wills prepared. 

These illustrations may readily be multi- 
plied, but before leaving this point, I think 
it is fair to emphasize to those who are 
interested in philanthropy, that if there is 
no will there is nothing for philanthropy, 
and that no part of any estate ever goes to 
social service, or education, or church, ex- 
cept by will. 


Establishment of Trusts 

The third important step which is often 
taken in the making of wills is the establish- 
ment of testamentary trusts. Only by mak- 
ing a will can you leave any part of your 
estate in trust. A man says to me, “I have 
$500,000. I want to leave it outright to my 
wife because I feel that it is as much hers 
as it is mine. She can enjoy it while she 
lives and then pass it on to our children.” I 
might say, “I appreciate exactly how you 
feel, but I wonder if you realize that under 
that plan your children will eventually re- 
ceive from your estate not $500,000—but 
$383,000. In other words, there will be ap- 
proximately $117,000 which will not go to 
your children but will go to individuals or 
agencies about which you care nothing.” 

“The reason for so heavy a shrinkage is 
this. As you know, before your wife can 
actually receive your property it has to pass 
through probate and will ‘be subject to cer- 
tain expenses, such as federal and New York 
estate taxes, executors’ and legal fees. Then, 
if your wife dies a few years later, what- 
ever part of your estate is left at her death 
must again go through the courts and is 
again subjected to the same expenses that 
were incurred in the first instance when the 
property passed from you to your wife. This 
duplication of expenses results, as I have 


said, in a shrinkage of approximately $117,- 
000 in your estate, or 23 per cent of its 
original value, before it gets into the hands 
of your children. 

“Now, on the other hand, by a simple 
change in your will you can accomplish the 
same ultimate result—which is to give your 
wife full enjoyment of your property while 
she lives, and then have it go to your chil- 
dren—and at the same time practically elim- 
inate this duplication of expense. To do 
this you would merely have to change your 
will to make it read something like this: 
‘I want everything I have to go into a fund, 
from which my wife receives the income as 
long as she lives and when she dies it is to 
go to my children.’ If this simple change is 
made in your will, your property would go 
through Probate Court only once and the 
total taxes and administration expenses 
would be approximately $72,000—instead of 
$117,000.” 

In other words, he saves over $45,000 to 
his estate by the trust plan, and if he is 
careful in the terms of his trust and the 
selection of his trustee, the chances are that 
his family will be better off by even more 
than that amount—because it has repeatedly 
been said, by people who should know, that 
the greatest loss in estates occurs after set- 
tlement due to the lack of experienced and 
capable management of the property. So I 
say, by making a will providing for the crea- 
tion of a well-considered trust, you can dis- 
tribute your property most economically and 
you can leave to your wife something more 
than money; something which is often more 
yaluable than money, call it judgment, ex- 
perience, or what you will. 


Intestacy — Prevention 

We are told on good authority that the 
majority of men and women die intestate— 
without a will. I do not wish to dispute the 
authorities—probably the statement is true 
if we include all men and women. If, how- 
ever, we limit our consideration to the peo- 
ple who are worth considerably more than 
the average—say the 10 per cent of the 
people in this country who own 70 per cent 
of its wealth—I do not think the statement 
would be true. 

How many of these men die without some 
sort of will? Not so many, I dare say. It is 
rarely we hear of a man of wealth dying 
without leaving a will. Therefore, in talking 
to people of this class, the emphasis should 
be laid, not on the mere making of a will, 
but the making of an adequate will, and that 
word “adequate” is very important. By an 
adequate will, I mean a will that disposes of 
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the property involved with due consideration 
as to the best way to conserve the property 
itself and the welfare of those to whom it 
is left. 

A man of large means who boasts that his 
plans are adequate because he has drawn a 
simple will and has left everything outright 
to his wife, naming her executrix, has not 
in most cases, appointed the best manager 
for his estate. Further, instead of relieving 
his wife of the burden of the management 
of his property, he has placed it squarely on 
her shoulders, and he has not followed the 
safest and most economical method of trans- 
ferring his property to his children. 

If this is so, why is it that men and women 
fail to make adequate wills? 


Lack of Information 

The first reason is the widespread ignor- 
ance as to what happens to property when 
there is no will and ignorance as to the 
best way to plan the disposal of an estate. 
The only way to dispel this doubt and to 
Supply the needed information is through 
education. This conference, I believe, is a 
very significant step in the right direction. 

What are the general facilities for the 
education of the public in this important 
matter? The one best able to advise—the 


attorney—may perhaps hesitate to suggest 
to his client that he make a will. The ethics 
of his profession forbid him to solicit busi- 
ness. Perhaps it is also true that many men 
go to their attorney and tell him how they 
wish their wills prepared and their property 
distributed, and perhaps they not only do 
not ask his advice as to the best way in 
which their wishes can be carried out, but, 
by their attitude, make their attorney feel 
that it would be presumptuous of him to 
offer any suggestions. 

Perhaps an equally important factor in 
this educational program is the trust com- 
pany and bank doing trust business. The 
trust officer does not draw wills or give 
legal advice. That is the function of the 
attorney. He is rather concerned with 
the human side of this business. He talks 
with many men about their estate plans. He 
sees the plans of other men actually being 
carried out. He sees at first hand, the dan- 
gers to be avoided in making a will and the 
advantages that may be gained by making 
an adequate will. He is in a position to 
study the ideas able men develop and utilize 
for themselves so that he may pass on this 
information to others. 

Such information extends to every phase 
of estate planning, but nowhere to more ad- 
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vantage than in the field of philanthropic 
giving. Mr. Rosenwald said, not a great 
while before his death, “I can testify that 
it is nearly always easier to make one mil- 
lion dollars honestly than to dispose of it 
wisely ;’’ not as you will observe merely to 
dispose of it—anyone can do that—but dis- 
pose of it wisely. So difficult has this mat- 
ter proved to be that my own institution has 
established a department —the Department 
of Philanthropic Information—for the ex- 
press purpose of helping those who wish to 
give or leave their money to philanthropic 
purposes and to do so most effectively. That, 
however, is another story and I must take 
up the second important reason why men 
postpone the making of their wills. 


Reluctance to Act 

My second answer to the question, “Why 
do not more men make adequate wills?’ is 
concerned not so much with facts but with 
emotions. Men fail to make wills because 
of inertia, because of procrastination. Here 
we are contending not with facts but with 
human nature. We can educate with logic 
and argument. To get action we must ap- 
peal to sentiment. By quoting facts we can 
gain a man’s intellectual consent but some 
emotional stimulus is almost always neces- 
sary to induce him to put his convictions into 
immediate practice. Education and appeal 
supplement each other here, neither can work 
alone. 


Intestacy vs. Testamentary Disposition 


We have discussed what 
there is no will. Now let us look at the 
other side of the picture. I would like to 
relate from his own lips the estate plan of 
a man who has really thought about it. I 
have in mind such a man, and here is what 
he said: 

“T want above all to see that my wife is 
taken care of as long as she lives, and so 
I am arranging in my will that the property 
goes into a fund from which she gets the in- 
come for life, and, if she should need it, she 
can get a portion of the principal to carry 
her through any emergency. After my wife 
dies, I want what is left in this fund to go 
to my children. As for my son—when he is 
twenty-one I hope he will still be in school. 
I don’t want him to get any of the principal 
then. If he is anything like I was when he 
graduates he will be very optimistic and 
ready to tackle anything, I think I’ll let 
him have one-third of his share when he is 
twenty-five years old. He may lose it, but 
the experience which he will gain by having 
had it, I believe, may be worth more to hin 
than the money itself. When he is thirty 


happens when 
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I hope he will be happily married and set- 
tled down and I will give him another third 
of his share then, and by the time he is 
thirty-five when he will be mature, if he is 
ever going to be, I will give him the re- 
mainder of his share and I feel sure that 
he will be able to handle it wisely by that 
time. 

“But, as for my daughter, the situation is 
different. Until she is twenty-five it is true 
her problems will be about the same as my 
son’s and I do not want to discriminate be- 
tween my children, so I am going to give her 
a third of her share when she reaches that 
age. This will give her an opportunity to 
become used to responsibility and _ the 
handling of money. Her problem after that, 
however, isn’t the same. I want her to mar- 
ry the best man in the world and to be very 
happy, but even the best man in the world 
sometimes makes mistakes, and I don’t want 
to gamble with my girl’s happiness. So I am 
going to leave the rest of her share, the oth- 
er two-thirds, in trust where it will always 
be safe, and so I will know that as long as 
she lives she is going to get a check on the 
first of every month.” 

Such a plan, simple though it may be, is 
not to be found in any book. It comes rath- 
er from the heart. It breathes the spirit of 
the man who makes it. It perpetuates his 
judgment and experience and knowledge of 
human nature for the lasting benefit of those 
whom he counts the nearest and dearest on 
earth. Losses by failure to make wills can- 
not touch them. 

Re fe 
CANADA’S FOREIGN OBLIGATIONS 

The present slump in business, due to the 
world-wide depression and the substantial 
premium on New York funds has called 
forth in the United States, and even in Great 
Britain, considerable speculation as to the 
ability of Canada to meet her foreign debts. 
According to Donald M. Marvin, economist 
for the Royal Bank of Canada, there should 
be no occasion whatever to question the abil- 
ity of Canada to take care of all foreign 
obligations without any particular strain. 
This conclusion is based upon a close analy- 
sis of Canada’s balance of payments last 
year and over the past ten years. Through- 
out this period Canada has been exporting 
capital to an amount greater than has been 
borrowed abroad. The misapprehension that 
Canada will have difficulty in meeting her 
foreign payments is based upon the miscon- 
ception of the amount of Canadian securi- 
ties held abroad and mistaken calculations 
as to the amount of New York funds needed 
for capital and interest payments. 





RESULTS FROM EXPERIENCE IN ADMINISTRATION 
LIFE INSURANCE TRUSTS 


A STUDY OF LEGAL AND PRACTICAL PROBLEMS 
ELMER I. PHILLIPS 
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(Epiror’s Note: The writer of the following article brings to his study of the subject 
of life insurance trusts not only an intensive legal study and broad observation but like- 
wise years of practical administrative experience, with one of the leading banks of 
New York City. While much has been written on life insurance trusts, Mr. \Phillips 
presents an epitome of major problems encountered by trust officers and suggestions of con- 
structive value. He stresses the importance of closest cooperation between the attorney, the 
insurance underwriter and the trust officer, not only as a means to sound drafting of agree- 
ments, but to a more coordinated development of the many advantages which inhere in life 


insurance trust arrangements.) 


HE subject of life insurance trusts 
needs no introduction at the present 
time to the modern trust officer, nor 
does such officer need to be advised of the 
importance of this type of settlement as a 
means for the conservation of insurance pro- 
ceeds and their use in the economical settle- 
ment of the entire estate. Coincident with 
the rapid growth in the use of this particu- 
lar form of trust device during the past ten 
years, a body of literature dealing with the 
subject has developed and has not been over- 
looked by the administering trust officer who 
has welcomed this new field for trust service. 
The writer for the past several years has 
had an opportunity to analyze and observe a 
large number of life insurance trust agree- 
ments not only prior to execution but during 
administration.* In the course of this ex- 
perience, much of the written material deal- 
ing with life insurance trusts was examined 
and the conclusion finally reached that from 
the practical and administrative point of 
view comparatively little had been published 
in the form of a concise study of experience. 
Various legal problems had been considered 
at length but the problems of practical oper- 
ation had received little attention. Further, 
no comprehensive study of the relation of 
the various legal and practical problems had 
been made. It was the writer’s privilege to 
prepare a study primarily from the drafts- 
man’s point of view which was published re- 
cently in the University of Pennsylvania Law 
Keview.t 


Problems of Law and Administration 
In the preparation of the above mentioned 
ticle, the writer kept constantly in mind 


the fact that the drafting of an insurance 
trust agreement calls for the closest coopera- 
tion between the attorney, the insurance un- 
derwriter and the trust officer. The neces- 
sity for this cooperation arises out of the 
peculiarities of the situation. The law of 
trusts, for the most part, was developed at 
a time when lawyers were engaged not only 
in drafting trust instruments but in acting 
frequently as trustees of the trusts created 
by the instruments prepared by them. The 
attorneys, therefore, had the advantage of 
observing the provisions of those trust in- 
struments subjected to the enlightening force 
of practical administrative experience. In 
the case of life insurance trusts, the lawyer, 
after preparation of the agreement, frequent- 
ly has but little contact with the trust during 
administration. In this situation, the prac- 
tical experience of the insurance underwriter 
and the trust officer is of definite value in 
preparing an agreement which not only will 
be legal but will be workable in practice. 
Hence, every effort was made to consider 
the various problems presented not only 
from a legal but a practical point of view. 
The problems encountered are complicated 
in many instances because two distinct bodies 
of law are involved: the law of trusts and 
the law with regard to insurance contracts. 
Experience has shown that there are few 


*The author wishes to acknowledge his indebtedness to B. E. 
Farr, Esq. of New York City for his helpful suggestions during 
the preparation of this article. 


+Phillips, Life Insurance Trusts: A Recapitulation for 
the Draftsman, 81 Univ. of Pa. L. Rev. No. 3, January, 1933, 
and No. 4, February, 1933. The author wishes to acknowledge 
his indebtedness to The Review for granting its permission to 
use certain material contained in said article in the prepara- 
tion of these comments. 
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people who have a working knowledge of 
both of these fields of the law; the person 
who, in addition to such knowledge also has 
engaged in the practical administration of 
insurance trusts, is even more rare. In a 
situation where a knowledge of two special- 
ized and distinct bodies of law are involved 
and where practical experience may dictate 
the necessity for certain action beyond legal 
requirements, the possibilities of difficulties 
arising are many. Since trouble in adminis- 
tration inevitably leads to expense and de- 
lay, all of which may result in a loss of good 
will to the corporate fiduciary, the writer 
felt that a comprehensive study should give 
equal consideration to both the legal and 
practical problems involved. 

Presumably no trust officer would attempt 
to administer trusts without a reasonable 
understanding of the law on that subject. 
Similarly in the case of insurance trusts, it 
would seem that the trust officer should ac- 
quaint himself with the general principles of 
the law of insurance. No attempt can be 
made here to repeat in detail a discussion 
of the many problems involved in the prepa- 
ration and administration of insurance trust 
agreements, as set forth in the aforemen- 
tioned article. However, it has been sug- 
gested that it might be useful to review in 
broad outline the field there covered, giving 
an added emphasis to the administrative 
problems involved. 


Insurance Agreements in Two Groups 

The primary problem of the administering 
trust officer is to see that the agreement 
which is presented to the trustee for ac- 
ceptance is in the form best suited to the 
purposes which the client has in mind. In 
considering the problem, it may be found 
helpful to classify insurance ‘trust agree- 
ments in two main groups; those agreements 
which do not create immediate trusts and 
those agreements which do create immediate 
trusts. Each main group may be sub-divided, 
according to the function of the agreement, 
into personal and business agreements; the 
business agreements may be further sub- 
divided, according to their application, into 
sole proprietorship, partnership liquidation 
and stock purchase agreements. The personal 
agreements and all of the business agree- 
ments may be divided, according to the 
method used for providing funds for premium 
payments, into unfunded and funded agree- 
ments. The agreements may be revocable or 
irrevocable. 

The argument has been advanced that the 
first division into groups where an immediate 
trust may or may not be created is incor- 


rect. The writer in the article abovemen- 
tioned has shown not only that such a di- 
vision is possible but that it is highly desir- 
able. Indeed, it might be said that a proper 
understanding of the fundamental reasons 
for this first division is the first qualifica- 
tion for an appreciation of this entire sub- 
ject. The division is based fundamentally 
upon the desire of the settlor to control or 
not to control insurance policies as expressed 
by an agreement drafted in such manner 
as to comply with the requirements of the 
law of trusts but also with a proper under- 
standing of the difference in the effect of an 
assignment of an insurance policy and a 
change in the designation of the beneficiary 
thereof. Granting that the first division is 
proper, there would appear to be no question 
as to the propriety of the subsequent divi- 
sions of each group. 


Revocable and Irrevocable Agreements 

The division into revocable or irrevocable 
agreements while correct, presents several in- 
teresting questions which cannot be analyzed 
here. We can observe, however, that the 
personal unfunded agreement where no pres- 
ent trust is created ordinarily should be rey- 
ocable; an irrevocable agreement of this type 
appears to be justified only under exceptional 
circumstances, On the other hand, it seems 
inadvisable to establish a personal unfunded 
agreement where a trust is immediately cre- 
ated unless there are reasons for making the 
agreement irrevocable. In the case of the 
personal funded agreements, it would seem 
that a trust would always be immediately cre- 
ated as to the securities transferred to the 
trustee but not necessarily as to the insur- 
ance policies involved, depending upon wheth- 
er the settlor desired to retain control over 
them, which will in turn influence the determ- 
ination to make the agreement revocable or 
irrevocable. 

In the case of all business agreements, 
practical considerations indicate that it is 
advisable to reserve a joint power of revoca- 
tions even though it may be urged that the 
properly drawn agreement does not create 
a trust and is in effect an escrow. A com- 
plete understanding of the reasons for the 
various divisions made above involves not 
only a consideration of the desire of the 
settlor but a reasonable knowledge of the 
law of trusts, the law of insurance, the re- 
quirements of the statute of wills, the rule 
against perpetuities, the rule against re- 
straints on alienation and the restrictions on 
accumulations of the particular jurisdiction 
involved. 

When the proper type of agreement has 


an ao 2a tem he 





TRUST COMPANIES 


INCORPORATED 1864 


SAFE DEPOSIT AND TRUST CO. 


OF BALTIMORE 
13 SOUTH STREET 


CAPITAL, $2,000,000 


SURPLUS AND PROFITS OVER $3,890,000 


OFFICERS 
JOHN J. NELLIGAN,. CHAIRMAN OF BOARD 
JOSEPH B. KIRBY: PRESIDENT 


H. H. M. LEE ° ° - 
ANDREW P. SPAMER 
WILLIAM R. HUBNER 
GEORGE PAUSCH 7 4TH VICE-PRES. 
REGINALD S. OPIE - STH VICE-PRES. 
GEORGE B. GAMMIE- - ° TREASURER 
THOMAS B. BUTLER - ° - SECRETARY 
CHAS. F. LECHTHALER °* REAL ESTATE OFFICER 
JOHN W. BOSLEY ~- ASST. TREAS. & ASST, SEC. 
EDGAR H CROMWELL - ASST. TREAS. & ASST. SEC. 
ANDREW H, TROEGER e ASST. TREAS. 


VICE-PRES. 
2D VICE-PRES. 
3RD VICE-PRES. 


J. EDWARD KNAPP 

ROBERT B. CHAPMAN - ° 
1. CAMPBELL CONNOR - : ° 
WwW. D. G. WRIGHTSON . ° AssT. SEC. 
ROLAND L. MILLER ~- ° CASHIER & ASST. SEC. 
MAURICE J. NELLIGAN - ASST. CASH, & ASST. SEC. 
HARRY E. CHALLIS e aad ° ASST. CASHIER 
RAYMOND E, BURNETT - e . - AUDITOR 
HOWARD W. BAYNARD e ASST. AUDITOR 
JAMES S. ASHER . . ASST. AUDITOR 
CHALMERS S. BRUMBAUGH STATISTICIAN 


ASST. TREAS. 
AssT. SEc. 
ASsT. SEC, 


DIRECTORS 


JOHN J. NELLIGAN 
WALDO NEWCOMER 
BLANCHARD RANDALL 


NORMAN JAMES 
SAMUEL M. SHOEMAKER 
ROBERT GARRETT 





JOSEPH B. KIRBY 
HOWARD BRUCE 
MORRIS WHITRIDGE 


J. EDWARD JOHNSTON 
EDWIN G. BAETJER 
LYMAN DELANO 





been selected it would also seem to be part 
of the duty of the trust officer to see that 
the agreement is properly constructed. For 
the construction of the agreement from the 
legal point of view, the trust officer is en 
titled to rely upon the settlor’s attorney, 
but it would seem inadvisable for the trust 
officer to use this as an excuse for not ac- 
quainting himself with the many legal prob- 
lems presented by both the personal and 
business agreements, particularly as many of 
the legal problems shade imperceptibly into 
administrative questions. Space will not per- 
mit of a discussion of legal problems. The 
reader who is interested in this aspect of 
the matter will find a statement and analysis 
of these problems in the above mentioned 
article. 
Assignment of Policies 

But there is one point in particular which 
should be mentioned here because it is one 
of the most fundamental problems involved. 
This problem is whether to assign the in- 
surance policies t~ the trustee, or not to as- 
sign them. The desire of the settlor to re- 
tain or not to retain control over the insur- 
ance policies is a major factor in determin- 
ing the method to be used in placing the 
insurance policies with the trustee. If the 
settlor desires to retain control over the 
policies, ordinarily no assignment of policies 
should be made but a change in the designa- 
tion of the beneficiary of the policy should 
be obtained naming the trustee as_ benefici- 
On the other hand, if the settlor does 
not desire to retain control of the policies, 
assignment may be proper. 

There are various legal 


ary. 


considerations 





which support this contention but, from the 
point of view of the trustee, there is the 
further consideration that assignment of the 
policies may require the trustee to undertake 
duties to which it need not necessarily com- 
mit itself if the desire of the settlor and the 
method of accomplishing this desire are 
given proper analysis. But whatever the 
trust officer’s responsibility may be with re- 
spect to legal questions, it would seem that, 
if he permits his company or bank to accept 
appointment as trustee under an agreement 
containing administrative defects, he must 
recognize his responsibility for subsequent 
trouble and loss. 


Administrative Suggestions—Collection 
of Insurance Proceeds 


From an administrative point of view 
there are several matters which should be 
considered. Under all of these agreements, 
the trustee must at some time collect or at- 
tempt to collect insurance proceeds. It would 
seem that a careful trustee, for its own pro- 
tection, would wish to define its duties in 
this respect. It seems unwise for the trustee 
ta covenant “to collect” the proceeds as such 
action may be inadvisable or impossible. The 
better procedure seems to be for the trustee 
to covenant to receive the proceeds if and 
when paid to it by the insurance companies 
and to make reasonable efforts to collect the 
proceeds including the duty to bring suit, if 
that is necessary and in the opinion of coun- 
sel advisable. Also, it would seem that the 
eareful trustee should further limit this cov- 
enant by a proviso to the effect that suit 
shall be brought only when there are suffi- 
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cient funds in the trust estate from which 
the trustee may reimburse itself for expenses 
or when such expenses have been adequately 
guaranteed to the trustee. In those agree- 
ments where all rights are reserved, the duty 
of the trustee to receive proceeds should be 
limited to the period beginning with the 
death of the insured ; in agreements where all 
rights are not reserved it may be proper for 
the trustee to receive proceeds both before 
and after the death of the insured. 


Appointment of Individual Co-Trustee 

A second question, which, however, is ap- 
plicable for the most part only to personal 
agreements, relates to the appointment of 
an individual co-trustee. In the case of the 
irrevocable insurance trust, the appointment 
of an individual co-trustee may be desirable, 
but in the case of revocable agreements, al- 
though the settlor may desire to appoint a 
co-trustee, in the usual case, it has been 
found, both from the settlor’s and the trus- 
tee’s point of view, that such action is de- 
sirable only when the appointment is so 
limited as to be effective solely after the 
death of the settlor. 

If the individual co-trustee is appointed 
when the revocable agreement is executed, 
the settlor usually intends that the co-trus- 
tee shall act in such capacity only nominally 
until the settlor’s death. The co-trustee’s 
signature may be required for the purpose 
of obtaining changes of beneficiaries on the 
policies or his acceptance may be necessary 
on amendments to or revocation of the trust 
instrument. If the individual co-trustee is 
absent, seriously ill or otherwise unavailable, 
action required under the terms of the agree- 
ment will be seriously hindered. Moreover, 
it is entirely possible that the settlor’s rela- 
tionship with the co-trustee, whether it is 
his attorney, his wife or a friend, may com- 
pletely change over a period of time and may 
be most embarrassing to him for this reason. 
Obviously, such an appointment may prove 
inconvenient, and, in some cases, expensive 
to the settlor; also it may interfere with 
administration by the trustee during the 
settlor’s life. 

In the revocable agreements, therefore, it 
seems best, in the ordinary case, not to in- 
elude an individual co-trustee as a party 
thereto but instead to add an article to the 
agreement providing for qualification of the 
designated individual as a co-trustee follow- 
ing the death of the settlor, in a manner to 
be specifically set forth in the article. It 
would seem advisable in such an article to 
provide that the individual co-trustee should 
not be entitled to physical custody of per- 
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sonal property held as part of the principal 
of the trust. 


Providing Cash for Settlor’s Estate 

A third question, which arises only in con- 
nection with the personal agreements, re- 
lates to the problem of providing cash for 
the settlor’s estate after his death. It will 
frequently be found that insurance policies 
have been made payable to a person’s estate 
for this purpose. The insurance proceeds 
which have been made so payable will be 
considered as an integral part, of the de 
ceased’s estate. The proceeds will be in- 
cluded, therefore, in the assessment of taxes 
and administrative costs, and they will con- 
tribute proportionately toward the payment 
of such expenses. If the proceeds have been 
made payable to a trustee for third parties 
it would seem that such proceeds will be 
given the special exemptions and protections 
granted to insurance proceeds in the various 
jurisdictions. 

The question, therefore, is how to provide 
funds for the use of the settlor’s estate and 
at the same time retain the special advan- 
tages granted to insurance proceeds. It 
may be provided that funds may be loaned 
by the trustee to the estate, but in such case 
the administration of the estate might be 
complicated by the existence of the unpaid 
loans. Moreover, it is thought that creditors 
might urge successfully that such a provision 
operated as a waiver of any statutory exemp- 
tion of insurance proceeds from claims of 
creditors, 

On the other hand, if a provision is in- 
cluded in the agreement authorizing the trus- 
tee to purchase property from the settlor’s 
estate, the advantage of the special privileges 
may still be available but the disadvantages 
which arise in connection with loans appear 
to be avoided. The use of this provision 
prevents forced liquidation and possible re- 
sulting loss, will not complicate or delay the 
closing of the estate and may in fact facili- 
tate it. It is felt that this provision may be 
one of the most valuable provisions which 
ean be included in a personal insurance trust 
agreement. 

In connection with the provision above 
discussed, there are certain questions which 
a careful trustee should consider before ex- 
ecution of the agreement. It would seem 
advisable to limit the obligation of the trus- 
tee to purchase to a definite period, prefer- 
ably one or two years. Further, while any 
personal property may be purehased, it 
would seem highly desirable for the corpo- 
rate trustee to require that the purchase of 
real property be limited to real property sit- 
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uated in those jurisdictions where the trus- 
tee is qualified to act. Ordinarily, purchases 
should be made at market value or in accord- 
ance with the stipulated method of ascer- 
taining value as prescribed by the agreement, 
and it may be provided that any dispute as 
to market value may be settled by arbitration. 

The trustee should also request the inclu- 
sion of a clause relieving it from liability 
for loss arising from any such purchase. 
Care should be taken to see that the provi- 
sion for purchase does not conflict with other 
provisions covering the investment of trust 
funds set forth in the agreement, or, if they 
are inconsistent, that specific cross reference 
is made so that the intention will be clearly 
understood. Undoubtedly this provision is 
of great value but there may be danger con- 
nected with its use. For example, when ben- 


eficiaries under the settlor’s will and the ben- 
eficiaries under the trust agreement are not 
the same persons, or when the plan of distri- 
bution under both instruments is not substan- 
tially the same, it would seem undesirable 
to use the provision for obvious reasons. 


The Business Agreements 

In the case of the business agreements, 
there are several important questions in- 
volved. With respect to the stock purchase 
agreements, it has been urged that the most 
simple plan is to have the corporation pay 
the premiums and purchase the stock. This 
procedure may involve difficulties, however. 
The first set of difficulties involve legal ques- 
tions as to the insurable interest involved 
and as to the power of the corporation to 
purchase its own stock. These difficulties 
cannot be avoided in some jurisdictions, but 
assuming that they may be overcome, there 
is a further question of whether such pro- 
cedure is desirable from a practical point of 
view. A consideration of the problem from 
this angle, in the light of the provisions of 
the Federal Income Tax Law, the Federal 
Estate Tax Law and the law with respect to 
the rights of creditors leads to the conclusion 
that in the great majority of cases, the cor- 
poration should not be a party to the agree- 
ment, should not pay insurance premiums and 
should not purchase the stock of a deceased 
stockholder, under this type of agreement. 

The conclusion reached in the foregoing 
paragraph is supported by a consideration of 
a method for payment of premiums and own- 
ership of the insurance policies that experi- 
ence has shown to be practical and precise. 
It seems desirable in the ease of the stock 
purchase agreement, and, of course, neces- 
sary in the case of the partnership liquida- 
tion agreement to have the individual per- 
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sons who will use the proceeds and who will 
control the policies pay the premiums and 
own the specific insurance policies which un- 
derwrite their obligations to purchase. 
Various methods have been suggested and 
used from time to time, but the most definite 
method appears to be the foregoing one in 
which each person individually owns and 
pays premiums on insurance on the life of 
ach of the other interested parties in an 
amount sufficient to underwrite his individ- 
ual obligation to purchase the stock or liquid- 
ate the interest of each of the other parties 
upon their death. By using this method, dis- 
putes as to premium payments are unlikely 
to arise and the entire plan will operate effi- 
ciently with a proper ratio of cost to benefit. 
This plan is not unduly complicated. The 
proper proportions for the insurance to be 
carried may be determined by a simple arith- 
metical computation which the writer has 
described in the aforementioned article. 


Agreement in as Simple Form as Possible 

Not infrequently the interested parties will 
suggest that after the death of one of said 
parties the agreement shall continue in force 
during successive deaths until there is but 
one survivor. If this method is adopted and 
the agreement is not drafted in such manner 
as to avoid the immediate creation of a trust, 
in those jurisdictions where the common law 
rule against perpetuities and the rule against 
restraints on alienation have been modified 
there may be a violation. Aside from this 
difficulty, however, as a practical matter, it 
has been found that the death of one member 
in a close business group almost invariably 
changes the situation to such an extent that 
the old agreement must be amended or 
changed. In addition to these considerations, 
it seems best to keep the agreement in as 
simple a form as possible and the counclu- 
sion has been reached, therefore, that in the 
ordinary case it is better to provide for ter- 
mination of the agreement following the 
death of ‘the party first to die. A new agree- 
ment may then be executed in conformity 
with the changed situation. 

Because of limitations of space, it has been 
possible in this article only to touch upon 
and outline briefly some of the more impor- 
tant problems involved in the administration 
of life insurance trusts. The reader who 
may be interested in a further discussion of 
administrative problems or who may be in- 
terested in considering the legal questions 
involved is referred to the article in the 
Pennsylvania Law Review abovementioned 
where discussion with citation of authorities 
will he found. 
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JOSEPH V. McKEE ASSUMES PRESIDENCY OF TITLE GUARANTEE 
AND TRUST COMPANY OF NEW YORK 


of the resignation 

president of the 
board of aldermen and as a_ prospective 
candidate for the mayoralty race in New 
York City next fall, in order to accept the 
offer of presidency of the Title Guarantee 
& Trust Company of New York, called forth 
unusual interest in both political and finan- 
cial circles of the city. The decision of Mr. 
McKee to withdraw from political life and 
devote himself henceforth to private finan- 
cial activities came as a_ surprise and 
changed overnight the political complex in 
New York City in which Mr. McKee loomed 
up as the strongest possible fusion candidate 
for mayor and as the man around whom 
opponents of Tammany Hall would rally. 
This was evidenced by Mr. McKee’s courage- 
ous policies as acting mayor of New York 
City upon the resignation of James J. Walker, 
as well as his admirable administration of 
the post of president of the board of alder- 
men for the past seven years. 

Mr. McKee, according to his statement, was 
actuated in accepting the office of president 
of the Title Guarantee & Trust Company, 


announcement 
McKee as 


Recent 
of Joseph V. 


JOSEPH V. MCKEE 


Elected President of the Title Guarantee and Trust 
Company of New York 


made vacant by the death of Clinton B. Bur- 
dick on April 11th, by the conviction that he 
could serve the public interest more effec- 
tively by his new association, especially in 
connection with the involved real estate sit- 
uation affecting millions of New York citi- 
zens, including 400,000 home owners and 
masses of small mortgage holders. “My new 
connection,” said Mr. McKee, deals with ele- 
ments of economic life that are absolutely 
bound up with the life of the individual. 
These are his bank, his trust company, the 
guaranteeing to him of his home, in the 
broadest sense. This is a field in which a 
man today can make a real contribution in 
the public interest and in his own interest. 
I want the public to know that they can 
count on me in my new work; to the same 
effort and interest in all those matters that 
concern the welfare of the people of the City 
of New York, in which the Title Guarantee 
& Trust Company and its board play no small 
part.” 

Mr. McKee’s career in politics and espe- 
cially the active interest he has taken in 
alleviating the distress among home owners 
and mortgage holders, eminently qualify him 
to administer effectively the duties of presi- 
dent of the Title Guarantee & Trust Com- 
pany. He was born August 8, 1SS9 in 
Newark, N. J., but moved early in childhood 
with his parents to the Bronx, where he 
graduated from Fordham College in 1912, 
where he was an instructor while studying 
law and then teaching classics in the De Witt 
Clinton High School. Mr. McKee then be- 
same interested in politics and during six 
years in the Albany Assembly sponsored im- 
portant social welfare legislation. In 1924 
Governor Smith appointed him to a vacancy 
on the City Court bench to which he was 
elected for a full ten-year term. In 1925 he 
became active in New York City municipal 
politics and following his seven years as 
president of the Board of Aldermen assumed 
the office of acting mayor when James J. 
Walker resigned. His popularity among 
New York citizens was evidenced by the 
unparalleled number of people who wrote his 
name on the ballot last fall as their choice 
for mayor although he was not a formal 
-andidate for the post. 


The Title Guarantee & ‘Trust Company, of 
which Mr. McKee became president on May 
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15th, has had a remarkably successful ca- 
reer since its organization half a century 
ago in 1883. Besides its banking and trust 
functions the company has the distinction of 
being one of the oldest and largest title in- 
surance companies in the United States, and 
through its affiliate the Bond and Mortgage 
Juarantee Company issuing guaranteed 
mortgages and mortgage certificates. In view 
of the difficult real estate mortgage situa- 
tion in New York and the important ramifi- 
cations of the Title Guarantee & Trust Com- 
any in that field in New York, Mr. McKee is 
afforded exceptional opportunities for con- 
structive direction of his abilities and ex- 
perience. Dividends have been paid by the 
company without interruption since 1889. A 
financial statement of the company shows 
banking resources of $72,068,000 as of last 
December 31st, with capital of $10,000,000, 
surplus $20,000,000, undivided profits $467,- 
000 and reserve for contingencies of $3,363,- 
500. The company has also achieved a no- 
table record in trust administration. Fred- 
erick P. Condit continues as executive vice- 
president of the company. 

At a recent meeting of the board of trus- 
tees of the Title Guarantee & Trust Com- 


pany, Harold W. Hoyt was elected a member 
of the board, filling the vacancy in the Class 


of 1934 caused by the death of Ranald H. 
Macdonald. Mr. Hoyt is the senior vice- 
president of the company in the Brooklyn 
office and has been with the company since 
1905. 


TRUST FUNCTION COURSES 

The Bank Man, the organ of the Chicago 
Chapter of the American Institute of Bank- 
ing, pays a worthy tribute to Wm. H. A. 
Johnson of the Continental Illinois Bank & 
Trust Company, for his invaluable services 
in developing and guiding the activities of 
the Trust Functions Class which has been 
operated by the Chicago chapter for the past 
thirteen years. This was one of the pioneer 
classes of the kind and has led to the or- 
ganization of similar courses in other Insti- 
tute chapters. 

Mr. Johnson recently recovered from a 
serious illness and his resumption as _ in- 
structor of the class has prompted the trib- 
ute to his indefatigable labors in extending 
the usefulness of the trust class. Attention 
is also directed to his valuable work in pro- 
ducing efficient textbooks and educational 
material, much of which has been incor- 
porated in the national educational program 
compiled by the American Institute of Bank- 
ing for training of trust men. 
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BOOK REVIEWS 
ESTATE ADMINISTRATION AND ACCOUNTING; 
Chester J. Dodge, Auditor of Surrogate’s 
Court, New York. Standard Text Press, 
1932; 413 pps., $5.50. 

The application of decedent estate laws to 
the accounts of fiduciaries are herein clari- 
fied by practical examples and judicial deci- 
sions, and the text explains the methods of 
distributing property under New York law. 
Authentic suggestions are made as to proper 
and systematic records to avoid delay and 
misconstruction. Allocation of principal and 
income is treated in accord with court deci- 
sions, and another chapter covers changes in 
federal and state estate and income taxes. 
Among others are chapters on Court Proce- 
dure, Testamentary Limitations and Com- 
missions of executors and trustees; in fact, 
all administrative accounting problems are 
clearly discussed to render a practical guide 
to efficient fiduciary records in New York 
State. 


REAL EsTATE APPRAISAL AND VALUATION, by 
Philip Kniskern. Ronald Press, New 
York; 1933; 500 pps. $6. 

The factors essential to proper real prop- 
erty appraisal, and the justifiable valuation 
under current conditions, is the subject of 
this expository manual designed as a guide 
to determination of investment or collateral 
value of the various classes of real estate. 
. chapter of especial interest to trust officers 
is that covering titles, estates and liens and 
outlining the effects of varying interests and 
limitations on lands. Special considerations 
affecting rights, and physical and investment 
values are authoritatively discussed and il- 
lustrated, as are methods of capitalization 
and determination of income. 


BANK COST CONTROL 

Benjamin E. Young, until recently comp- 
troller of the Commerce Trust Company of 
Kansas City, Mo., and now associated with 
the new National Bank of Detroit, is the 
author of a new volume entitled “Bank Cost 
Control,” published by Rand McNally & Com- 
pany of Chicago. The author begins his 
treatise by taking the reader on an inspec- 
tion tour of a typical bank, including general 
control, needed basic records and then pro- 
ceeds to accounting, auditing and operations 
activities. The book will prove of great 
value to all bank officers and directors. The 
chapters devoted to auditing program will 
be of particular value to bank auditors and 
comptrollers. 
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ADVISING CUSTOMERS OF CHANGES AFFECTING WILLS 
AND TRUST AGREEMENTS 


There is a delicate hesitancy shared by 
some trust officers to approach their cus- 
tomers and suggest revision of wills and 
trust provisions because of changed condi- 
tions arising from shrinkage in values, tax 
increases or change of domicile. Gwilym A. 
Price, vice-president and trust officer of the 
Peoples-Pittsburgh Trust Company, in advis- 
ing of the effective methods pursued by his 
company, expresses the view that the solemn 
duties attaching to the performance of trust 
service includes the calling of attention to 
such changes, especially at this time. Follow- 
ing are extracts from a typical letter refer- 
ring both to financial changes and question 
of domicile sent by the Peoples-Pittsburgh 
Trust Company to its trust department cli- 
ents: 

“In conformity with our policy of suggest- 
ing to our various clients the reconsideration 
of the disposition of their estates, both gen- 
eral and insurance, we would like to take 
this opportunity to attract once more your 
attention to the disposition of your estate 
under your will and to the terms of your 
Life Insurance Trust Agreement. Although 
distressingly true, we all realize that the 
possessors of estates, particularly the more 
substantial ones, have suffered very mate- 
rial inroads and depreciations upon the val- 
ues of their estates, and consequently, it be- 
comes expedient in the majority of cases that 
some new plan or scheme of disposition in 
respect to estates so affected be adopted usu- 
ally along more conservative or modest lines. 
Kven though you may continue to be satis- 
fied with the dispositive provisions of both 
your Will and Life Insurance Trust Agree- 
ment after reconsidering them in the light 
of altered conditions of your affairs, still we 
would like to have some reassurance from 
you to that effect. 

“Another vital question peculiar to you is 
the change in your residence, which may also 
involve the change of your domicile. As you 
may already know, the state of one’s domi- 
cile controls not only the probate and admin- 
istration of a decedent’s estate, but also the 
construction of his Last Will and Testament 
or the distribution of his estate according 
to intestacy if he dies without a Will. If, 
as a matter of fact, the state of New York 
has become your domiciliary state, then the 
terms of your Will must be drawn to con- 
form with the laws of that jurisdiction, and 


in order that you may fully appreciate the 
gravity of the effect in the change of your 
domicile, I wish to inform you that the pro- 
visions of your Will and Trust Agreement, 
although fully in conformity with the laws 
of the state of Pennsylvania, are violative 
of the rule against perpetuities as pro- 
pounded in the state of New York. You can 
readily see that the change in domicile 
might serve to determine to a very substan- 
tial extent 'the furtherance of your testamen- 
tary desires. ... 

“In offering to you the above matters for 
consideration, we have been prompted by a 
keen sense of responsibility in view of the 
fact that we are fully cognizant of the 
changes that might possibly result from a 
change in your domicile. We would deplore 
any troublesome situations that might result 
from our negligent failure to call these mat- 
ters to your attention.” 


EQUIPMENT TRUST SECURITIES 


The investment positions of 424 equipment 
trust bond series now outstanding, and the 
record of ‘the four billions of railroad equip- 
ment certificates issued during the past fifty 
years, is the subject of a survey made by 
Freeman & Company in their recent annual 
book. Analyses of the effects of the six 
major periods of depression, including the 
present, on these securities, shows excellent 
stability of both principal payment and in- 
come, characterized by no loss of any conse- 
quence. The outcome of important railroad 
receiverships during this period, as applied 
to equipment obligations, is noted and perti- 
nent data is classified regarding each of the 
issues now held by investors. It is pointed 
out that an additional measure of safety pro- 
vided by ‘trust indentures is that allowing 
impounding of equipment, essential to opera- 
tion. 


The Passaic National Bank & Trust Com- 
pany of Passaic, N. J., reports trust assets 
of $15,400,000. 


It is encouraging to find at least one mem- 
ber of the banking fraternity who can ap- 
parently laugh at the depression: may Mr. 
Hee Haw, secretary of the United Chinese 
Trust Company of Honolulu, Hawaii, keep 
on smiling through. 
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TRUST COMPANIES 


IMPORTANT CHANGES IN THE CHASE NATIONAL BANK ORGANI- 
ZATION BECOME EFFECTIVE 


Coincident with the introduction of the 
Glass banking bill in the ‘Senate and giving 
effect to plans announced early in March 
by Winthrop W. Aldrich, chairman of the 
gsoverning board, the shareholders of the 
Chase National Bank and Chase Securities 
Corporation, at recent special meetings ap- 
proved recommendations for important 
changes in the Chase organization. These 
comprehend reduction in the boards of direc- 
tors and elimination of affiliated securities 
business from that of the Chase National 
Bank, except such investment banking as 
authorized by the National Bank Act. Action 
taken also provided for dissolution of the 
wholly-owned securities distributing affili- 
ate, the Chase Harris Forbes Companies. 


These changes are in accordance with a 
public statement made March 8th by Mr. 
Aldrich recommending severance of security 
affiliates from banking and reducing mem- 
bership of boards of directors to smaller but 
more efficient bodies. Shareholders of the 
bank approved the proposal whereby the 


membership of the board of directors has 
been reduced from 72 to 36, one-half of the 
membership having agreed to immediately 
withdraw. This large directorate was an 
outgrowth of a series of mergers from 1926 
to 1930. At the meeting of shareholders of 
the Chase Securities Corporation the direc- 
torate of that organization was reduced from 
thirty to ten members. “It is with regret 
that we shall lose the intimate association 
of those who in the spirit of cooperation 
have voluntarily withdrawn from the board,” 
said Mr. Aldrich, “but we of course know 
that their goodwill and support will remain 
and may be counted on in the future.” 

The directorate of the Chase National 
Bank as now constituted is as follows: Win- 
throp W. Aldrich, Charles S. McCain, John 
McHugh, Vincent Astor, Gordon Auchincloss, 
Earl D. Babst, Howard Bayne, Francis H. 
Brownell, Henry W. Cannon, Newcomb Carl- 
ton, Walter S. Carpenter, Jr., Malcolm G. 
Chace, Edward J. Cornish, Bertram Cutler, 
Thomas M. Debevoise, Franklin D’Olier, 
Mrederick H. Ecker, Edward H. R. Green, 
llenry O. Havemeyer, Arthur G. Hoffman, 
Ralph C. Holmes, L. F. Loree, Thomas N. 
MeCarter, Albert G. Milbank, Jeremiah Mil- 
sank, George M. Moffett, Joseph D. Oliver, 
Thomas I. Parkinson, Samuel F. Pryor, An- 
lrew W. Robertson, Ferdinand W. Roebling. 


Jr., Charles M. Schwab, Robert C. Stanley, 
Cornelius Vanderbilt, George P. Whaley, 
Henry Rogers Winthrop. A number of senior 
vice-presidents of the bank, previously di- 
rectors have been added to the governing 
board which now comprises the following 
officials: Winthrop W. Aldrich, Charles S. 
MeCain, John McHugh, H. D. Campbell, 
Maurice H. Ewer, James T. Lee, Reeve 
Schley, Carl J. Schmidlapp, Lynde Selden, 
Sherrill Smith. Among the directors who re- 
signed the following were added to the board 
of the Equitable Trust Company, which is 
affiliated with the Chase National: F. Rh. 
Coudert, Paul D. Cravath and Charles G. 
Meyer. 

As a result of the various recommenda- 
tions approved by the shareholders of the 
Chase Securities Corporation the word “Se- 
curities” is dropped from its name and the 
certificate of incorporation is amended to 
eliminate the power of distributing securities 
to the public. The Chase Corporation will 
continue by identity of stock ownership to 
be affiliated with the Chase National with 
activities limited to holding and administer- 
ing its remaining investments until appro- 
priated time for disposition. Reduction in 
the corporation’s capital stock to $7,400,000 
eliminates all elements of goodwill from the 
corporation’s assets, including the valuable 
goodwill of American Express Company, 98 
per cent of whose stock is owned by the 
Chase Corporation, and an adjustment to 
market prices of the value of its general 
portfolio. With these eliminations the cor- 
poration’s assets will be in excess of $14,000,- 
000. 

Shareholders also voted to authorize the 
immediate liquidation of the business of 
Chase Harris Forbes Companies, all the capi- 
tal stock of which is held by Chase Securities 
Corporation, and the sale or liquidation of 
all of the underlying Chase Harris Forbes 
companies. This liquidation will be carried 
ont under ‘the direction of John R. Macomber 
and Henry M. Addinsell, now respectively 
chairman of the board and president. 


At a recent meeting of the executive com- 
mittee of the City Bank Farmers Trust Com- 
pany of New York, George J. Kenny was ap- 
pointed an assistant vice-president, and Har- 
old Bottenus was appointed an assistant sec- 
retary. 
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CHARLES B. EVANS 

The recent death of Charles B. Evans, vice- 
president and a director of the Security 
Trust Company of Wilmington, conveys a 
sense of real loss to the members of the legal 
and banking fraternities of Delaware. He 
was foremost as a member of the bar and 
instrumental in bringing about much con- 
structive legislation. He was the oldest liv- 
ing trustee of the University of Delaware of 
which he was treasurer, a position held by 
his father from 1856 to 1894. He also served 
on numerous commissions and committees 
handling legislation of a public charitable 
character. 


UNDUE INFLUENCE 

It has been decided that where those who 
contest a will on the ground of undue influ- 
ence and who bear the burden of proof, have 
been unable to convince two juries of the 
evidence of undue influence, the contest 
should end. A contestant will not be permit- 
ted to go on in the hope that ultimately some 
jury will be found to agree with him. This 
would subject estates to unreasonable ex- 
pense and delay. Such was the decision of 
the surrogate in the Estate of Hoh, New 
York Law Journal, April 24, 1933. 


TRUST COMPANIES 


VITAL BANKING PROBLEMS DISCUSSED 
BY NEW JERSEY BANKERS 

Attendance at the recent annual conven- 
tion of the New Jersey Bankers Association 
at Atlantic City testified to the absorbing 
interest in vital problems affecting such mat- 
ters as proposed banking reform legislation, 
liquidation of slow assets, rates of interest 
on deposits, investments, ete. The stellar 
feature was an address by Chairman Henry 
V. Steagall of the House Committee on Bank- 
ing and Currency, who is sponsor of the de- 
posit insurance measure contemplated in the 
and Steagall bills before Congress. 
Governor A. Harry Moore of New Jersey also 
addressed the bankers. 

Among those who appeared on the pro- 
gram were the following: William K. Payne, 
chairman of the Auburn-Cayuga National 
Bank & Trust Company of Auburn, N. Y., 
who discussed, “A Proper Policy Toward 
Liquidation of Slow or Frozen Assets and 
Loans”; Raymond E. Jones, vice-president 
of the Bank of the Manhattan Company of 
New York on, “Can Interest Rates Be Ad- 
justed to Provide for Adequate Profit on 
Deposits?’; Edward O. Stanley, counsel of 
Mutual Benefit Life Insurance Company of 
Newark on, “Life Insurance Policies as Bank 
Collateral,’ and William H. Clark of the in- 
vestment counsel firm of Young & Otley of 
New York, on “Investment Policies.” 


Glass 


Carl R. Withers, trust officer of the First 
Mechanics National Bank of Trenton, N. J., 
was elected president of the New Jersey 
Bankers Association at their recent conven- 
tion. At the same meeting Julius S. Rippel, 
chairman of the Merchants & Newark Trust 
Company of Newark was elected vice-presi- 
dent, and Leslie G. McDouall, associate trust 
officer of the Fidelity Union Trust Company 
of Newark became treasurer, Ormitt H. 
Coate was re-elected as secretary. 


INFLATION LAW SERVICE 

Always in step with latest legislative de- 
velopments the Commerce Clearing House, 
Inec., the loose leaf service division of the 
Corporation Trust Company of New York, 
announces a newly established Inflation Law 
Service. By way of introduction the organi- 
zation has distributed to all of its subserib- 
ers a pamphlet which reproduces in full with 
official text the recently enacted farm-relief 
bill with its momentous inflation provisions. 
The special service will include reviews as to 
purpose of the law, texts of the law with 
amendments, annotations and interpretations 
with topical arrangements embracing the va- 
rious interests affected. 
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TRUST INVESTMENTS 
(Courts will not interfere unduly with 
the exercise of discretionary powers of 
trustees.) 

In the case of McCarthy vs. Tierney, de- 
cided April 25, 1933, by the Supreme Court 
of Connecticut, it appears that co-trustees 
were administering a large trust fund. The 
will gave the trustees full power and au- 
without re- 
ferring to statutory limitations or any re- 
strictions. Over $600,000 of the trust fund 
was on deposit in a savings department of 
a trust company. The trustees disagreed as 
to the investment of this money. One of 
them insisted that it should be invested in 
mortgages upon real estate; the other in- 
sisted that it be invested in United States 
Government bonds. The court refused to ad- 
vise the trustees under the circumstances, 
stating that courts of equity will not inter- 
fere with the exercise of discretionary pow- 
ers of trustees in the absence of a showing 
of fraud, bad faith or abuse of discretion. 


thority to invest and re-invest 


TRANSFER IN CONTEMPLATION OF DEATH 

(The renunciation of benefits under a 
will is not tarable as a transfer in Con- 
templation of death.) 


In Brown vs. Routzahn, the United States 
Circuit Court of Appeals for the 6th Circuit 
on March 17, 19338, decided that where the 
beneficiary under a will is left one-third of 
the property in fee, and other portions of the 
estate for life, but who while the estate is 
still being settled renounces his right under 
the will, the renounced property is not a part 
of the gross estate at the time of his death. 
The renunciation is not a transfer within 
the meaning of the statute which provides 
for taxing transfers made in contemplation 


of death. The decedent never owned or had 
control of the property. All that he had was 
aright to accept. Having renounced his right _ 
to accept before distribution of the estate, he — 
had no property. 

In connection with the decision the court 
commented upon the fact that the situation 
seemed to be without precedent. Although 
the property was in the possession of the 
decedent from 1912 until 1920, when it was 
transferred to the trustee, it was not in his 
possession as donee, but as a co-executor. 
He could have taken his one-third interest 
or made a renunciation that would have 
estopped him, but he did neither. Had the 
decedent died within the period of adminis- 
tration, the property would have passed as a 
part of his estate, but while he was living 
he had the right at any time before distribu- 
tion to reject the gift. The rejection of the 
gift was not a transfer of property. 


CODICIL TO A WILL 
(A codicil republishes the will and 
makes it speak as of the date of the 
codicil. ) 

A recent decision of the New York Court 
of Appeals in the Matter of Greenberg, New 
York Law Journal, April 26, 1933, is of great 
importance. In this case the testator died 
leaving a widow and five children. He also 
left a will dated December 21, 1927, and two 
codicils to the will, one in October, 1930, and 
the other in January, 1931. The will and 
the codicils were admitted to probate. The 
will made no provision for the widow except 
$1.00, and the reason for this was stated by 
the testator in the will as his disappoint- 
ment in her failure to establish a “blissful 
and contented home.” The present Decedent 
Estate Law of New York was enacted in 
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1929, two years after the will itself was writ- 
ten and by this new law the widow is given 
the right to elect to take her share of the 
estate in the event that she has not received 
her proper share under the will. The law 
also provides that the term “will” shall in- 
clude all codicils. 

The contention was that since the will 
was executed prior to August, 1930, when the 
new law went into effect, the new law did 
not apply and therefore the widow had no 
right to elect. But the court decided, re- 
ferring to the case of Osborne vs. Rochester 
Trust & Safe Deposit Company 209 N. Y. 54, 
that when a will and all the codicils are ad- 
mitted to probate as the last will and testa- 
ment of the testator, the effect of the codicil 
is to republish the will and make it speak 
from the date of the last codicil in so far as 
the will is not revoked by the codicil. Un- 
der this interpretation of the law, it is held 
that the widow was entitled to her election 
as provided in the law which went into ef- 
fect in 1930. 

WILL VOID FOR INDEFINITENESS 
(A will must be reasonably clear in 
order to be valid.) 

Courts will go a long way toward uphold- 
ing irregular wills so long as it is possible 
to determine the testator’s intention, and 
even if the will is executed in a very in- 
formal manner, but a will must be reason- 
ably clear and definite. The Supreme Court 
of Wisconsin, in the case of Richter vs. 
Zarach, decided April 11, 1933, had under 
consideration the validity of the following 
will: 

“T, Bath Coskey, make this my last will: 

1—Otto Richter comes first. 

2—Hazel Richter comes second. 

3—Mary Heldenberg also. 

4— All bills are to be paid. 
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5—Otto Richter should take care of every- 
thing. 

6—All the relatives 
anything about me. 


don’t want to know 
(Testator’s mark.) 
“WE, the undersigned, have witnessed 
Bath Coskey make the above mark. 
Edgar W. Huth, 
Margaret A. Kjelson.” 
Obviously, it was impossible for the court 
to determine what was really in the testa- 
tor’s mind when he wrote the above interest- 
ing document. The court could not agree 
with the contention that it clearly appeared 
from the document that the testator intended 
to disinherit all relatives and persons except 
those named in the documents and intended 
that those named should share equally in 
the estate after all bills had been paid. 


INCOME IN THE HANDS OF TEMPORARY 
ADMINISTRATOR 


(A life beneficiary is entitled to the 
income during temporary administra- 

tion. ) 

In the Estate of DePolo (262 N. Y. Supp. 
SS6), the appointment of a temporary admin- 
istrator was necessary. When the account 
of the temporary administrator was settled, 
the court decreed that he turn over the bal- 
ance of the funds and property of the estate 
to the American Trust Company as substi- 
tuted trustee and as administrator. The 
court decided that since a temporary admin- 
istrator is merely a custodian for the col- 
lection and preservation of the property, the 
life beneficiary is entitled on the accounting 
of the trustee, to claim income from the date 
of the death of the deceased. 


Cc. B. Fox has been elected chairman of 
the executive committee of the Union Trust 
Company at East St. Louis, succeeding Au- 
sust Schlafly, retired. 





TRUST 


DOROTHY DIX GIVES GOOD ADVICE ON 
WILL WRITING AND ESTATE DIVISION 


Dorothy Dix, who has made a niche for 
herself in giving advice on domestic and 
marital matters, offered some wholesome 
counsel to one of her correspondents who 
wanted to know how to divide his estate in 
making his will and whether to leave every- 
thing to his wife outright or give a portion 
to the wife and each of his three children. 
She writes, in part, in a recent issue of the 
New York Evening Post: 

“It depends upon how much you have. If 
you are a rich man, divide your estate equi- 
tably between your wife and children, but if 
you are a man of small means and what you 
would leave would barely furnish a living 
for the family, leave it to your wife as long 
as she lives, or until she marries again. 
Every married woman has a just claim to a 
part of her husband’s property because she 
has helped earn it. 


“But, whatever you do, fix it so that your 
wife can neither spend or be cheated out of 
the property you leave her. Few women have 
had any experience in handling money, and 
the statistics gathered by one of our big 
insurance companies show that 80 per cent 
of the money that they have paid out as in- 
surance to widows has been dissipated within 
five or six years. They have blown it in on 
extravagances, thinking because they have 
never had $10,000 or $15,000 before that it 
is as inexhaustible as the National Treasury, 
or else some slick-tongued salesman has in- 
duced them to invest it in Wild Cat pre- 
ferred, or they have lent it without security 
to Uncle John, who prays such beautiful 
prayers that they never doubt his honesty. 

“The most amazing thing on earth is that 
a man who would not trust his wife’s busi- 
ness sagacity in handling a hundred dollars 
while he is alive will turn over all of his and 
his children’s property to her to make ducks 
and drakes of when he is dead. Why he 
thinks that his demise is going to turn her 
from a financial Dumb Dora into a Hetty 
Green is a mystery past all solving. But it 
is done every day, and that is why we have 
SO Many poor widows and orphans. 

“Every man who has money to leave his 
wife and daughters should provide a trust 
fund for them so that they will get the in- 
come paid in monthly installments. That 
would save many a widow from being mar- 
ried for her money, and prevent many a 
wife from having either to give all of her 
property to her husband, or else be in a per- 

etual row with him.” 


COMPANIES 


REPRESENTATION 
IN CHICAGO 


Management and Disposition 
of Local Real Estate for 
non-residents 


Ancillary Administration in 
Illinois 


Special Facilities for the han- 
dling of State and Federal 
Court Receiverships 


CHICAGO TITLE 
& TRUST COMPANY 


69 WEST WASHINGTON STREET 





TRUST 


COMPANIES 


PROGRESS OF TRUST COMPANIES IN ONTARIO, CANADA 


meeting of the members of the 
Trust Companies’ Association of Ontario, 
Canada, yielded evidence not only of the 
gratifying progress of the trust companies in 
that province but also emphasize the good 
results obtained through cooperative en- 
deavor. The association was organized in 
February, 1932 and now has twenty-three 
trust companies as members. The report of 
the executive committee showed that ami- 
cable relations are being fostered between 
trust companies and members of the legal 
profession, guided by the mutual efforts of 
the committee and a committee of the Bench- 
ers of the Law Society of Upper Canada. 
Announcement was also made of the appoint- 
ment of a sub-committee to deal with the 
manner and method of preparing and pre- 
senting executor’s and trustee’s accounts for 
passing. Results were also given from the 
first cooperative advertising campaign con- 
ducted by trust companies of Canada. 

The meeting was presided over by the 
vice-president, P. V. Wilson of the Waterloo 
Savings & Trust Company, who discussed 
trust company problems and some current 
problems as follows: 

“The trust company business is at an early 
stage of development in comparison with 
other forms of financial institutions. In 1900 
there were only eight trust companies li- 
censed to do business in Ontario and their 
total assets were $17,242,248. In 1910 the 
number of companies had increased to eleven, 
and their assets to $143,228,000. Since 1910 
the development has been very rapid and by 
the end of 1931 there were twenty-eight com- 
panies licensed, with total assets of $2,157,- 
531,798. In other words, trust companies 
were administering at the end of 1931 fif- 
teen times the volume of assets that they 
were handling in 1910. This growth is some- 
what phenomenal and it is proof of the fact 
that not only did there exist a real economic 
need for corporate trustees, but that our com- 
panies have filled that need to the general 
satisfaction of the public. 


A recent 


“One of the major problems of estate ad- 
ministration today is when and how to liqui- 
date assets on a falling market or where no 
market exists, and out of this one major 


problem innumerable intricate and difficult 
questions arise. Our companies are. better 
qualified to cope with these difficulties than 
individual trustees, but we cannot claim in- 
fallibility. Unfortunately, our very strength 
invites attack from some of those who have 


suffered from the general depreciation in the 
value of assets, and, rightly or wrongly, there 
is a tendency on the part of courts of law 
to expect a higher standard of administra- 
tion from a trust company than from an 
individual. We cannot afford to overlook 
these factors when wills and trust deeds are 
being drawn, nor when the estate is in the 
course of administration. 

“Another lesson that is to be drawn from 
present conditions is the necessity for the 
maintenance of a reasonably liquid position 
by those companies that have borrowed 
money from the public by way of deposits 
or on guaranteed investment account. While 
it is quite true that in normal times the 
question of liquidity is not a serious one, it 
is well to be prepared for the abnormal con- 
ditions such as now exist. Marketability 
should always be borne in mind when in- 
vestments are being made. On the whole, 
our trust companies are to be congratulated 
on their position in this regard, which com- 
pares more than favorably with other insti- 
tutions such as our chartered banks.” 


ANTON G. HODENPYL 

Members of the “Old Guard” of the Trust 
Company Section of the American Bankers 
Association, will recall with grateful mem- 
ory Anton G. Hodenpyl, a pioneer in the 
electric light and power industry, who died 
recently at Richmond, Va. He was among 
the founders of the Trust Company Section 
back in the nineties when he organized and 
was vice-president of the Michigan ‘Trust 
Company of Grand Rapids. In 1901 he came 
to New York as a member of the stock ex- 
change house of King, Hodenpyl & Company 
and also held a partnership in the invest- 
ment firm of Hodenpyl, Hardy & Company. 
He was associated with the organization and 
merger of some of the largest electric light 
and power corporations in the country. Dur- 
ing his more recent years of retirement upon 
his beautiful estate in Long Island, he inter- 
ested himself chiefly in horticulture and also 
in charitable and educational activities. 

Probate of the will of Mr. Hodenpyl shows 
an estate of more than $1,000,000 and the 
appointment of the Bankers Trust Company 
of New York as executor and trustee. Mrs. 
Hodenpyl receives the estate at Locust Val- 
ley, $200,000 outright and annual income of 
$25,000 from the residuary estate. The re- 
mainder of the income is set up in trust 
funds for relatives and friends. 
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THE BUSINESS MAN WHO WANTS 
ACTION 
The business man likes action. But not 


so long ago, when he was an executor of a 
friend’s estate, he found action not easy to 
get. He was acting with two co-executors 
They all had to agree whenever a decision 
had to be made. All documents that needed 
the executor’s signature had to be signed by 
all three. No one of the three had ever been 
an executor before, and they were all thus 
unfamiliar with the business of trusteeship. 
Absence from town, too, interfered with prog- 
ress in the business of, the estate; so did 
illness; so did their unfamiliarity with the 
special problems of their deceased friend’s 
business. He thought the estate was lucky 
to escape serious loss. 

There is a set of prescribed duties that 
executors have to discharge. They can be 
more quickly and accurately performed if 
the executor, like the trust company, at 
least knows in advance what they are. Indi- 
viduals can learn them by experience, of 
course; but that is likely to be slow and 
expensive; and it seldom gives them much 
inclination to apply their experience again. 

That, at all events, was true of this busi- 
ness man. 

“IT wouldn’t take anything to go through 
it again,’ he said, “whether alone or in 
company. And I won’t ask anyone I know 
except the trust company to go through it 
for me.”—(National Trust Company, Lim- 
ited, Toronto, Canada.) 


WARNING AGAINST HOME-MADE AND 
FREE WILLS 

The legal profession cannot but approve, 
and the husbandman who is careless of his 
most solemn obligation, cannot fail to have 
his attention arrested by such wholesome 
advice as contained in a recent issue of the 
little publication issued by the Camden Safe 
Deposit & Trust Company of Camden, N. J. 
The advice treats of law work and after 
describing some of the pitfalls of home 
drafted wiils, of preparing wills from printed 
forms, goes on to say: 

“You save money if you can get your will 
or trust drafted for nothing. But you can’t 
invest the lawyer’s fee that you ‘save’ in 
anything that will make it grow into a fund 
big enough to pay what your estate may 
have to pay if there’s anything faulty about 
the free document. Your attorney won’t ask 
you to let him draft the so-important testa- 
mentary documents, or to redraft those that 
may be legally faulty now. But he can make 
their provisions certain of fulfillment, if 
yow'll let him.” 
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WILLIAM T. KEMPER RETURNS TO CHAIRMANSHIP OF THE 
COMMERCE TRUST COMPANY OF KANSAS CITY, MO. 


Eleven years ago in 1922 William T. 
Kemper, the veteran banker of Kansas City, 
Mo., decided to relinquish his duties as chair- 
man of the Commerce Trust Co. of that city 
which he helped to found and which under 
his guidance became one of the outstanding 
banks in the southwest. With his sons fol- 
lowing faithfully in his footsteps he looked 
forward to reaping the fruits of an excep- 
tionally successful and active career. Today, 
at the age of sixty-six, and with his enthusi- 
asms and energies more alert than ever, he 
is back again at the same old job. Prompted 
by a sense of duty and service he recently 
responded to the call of old associates and 
friends, when W. S. MecLucas gave up the 
chairmanship of the board to be virtually 
drafted by the Government to restore order 
out of the chaotic banking situation in De- 
troit as president of the new National Bank 
of Detroit. 

Mr. 
Trust 
warm 


Commerce 
of a 


return to the 
Company had all the accents 
“homecoming.” His first day, how- 
ever, at the bank, was not without mixed 
emotions. Mingled with expressions of con- 
gratulation were those of regret for the ab- 
sence of the genial personality of Mr, Mce- 
Lucas. Scorning the more private and lux- 


Kemper’s 


W. T. KEMPER 


Who has been elected Chairman of the Commerce Trust 
Company succeeding W. 8. McLucas 


urious office of the chairman on the second 
floor Mr. Kemper was to be found at one of 
the desks in the main lobby close to that 
occupied by his second son, James M. Kemper, 
who has been president of the institution 
since 1925. “I’m starting on the ground floor, 
again,” remarked Mr. Kemper, Sr., with a 
smile, “because I like banking, I like to meet 
people and to work with the rest of the 
bank’s staff.” 

Mr. Kemper is the embodiment of that 
democratic and helpful spirit of service 
which distinguishes the successful banker. 
He has always believed in and devoted him- 
self to the broader financial and civic devel- 
opment of Kansas City. He sent his boys 
to the University of Missouri so they could 
mingle and grow up with their own kind of 
people. He took the lead in organizing the 
Commerce Trust Company in Kansas City 
in 1906 of which he after became 
president. During his 
the Commerce Trust Company continued to 
attain stature as a leading bank of that city 
and of the entire Southwest. In 1917 he 
Was succeeded as president by Mr. McLucas 
and shortly afterward he became chairman 
of the board upon the consolidation of the 
Commerce with the Southwest National Bank 
of Commerce, having continued meanwhile 
in the latter as chairman. 

In 1921 Mr. MeLucas accepted a call to 
the National City Bank of New York as a 
vice-president but returned to Kansas City in 
1925 to become chairman of the board of the 
Commerce, following the retirement of Mr. 
Kemper from that office. Succeeding Mr. 
MeLuecas as president came James M. Kem- 
per, the second son of Mr. Kemper, who has 
continued the notable traditions of the Com- 
merece in association with Chairman Mc- 
Lueas. Today not only the second son of 
Mr. Kemper helps to guide the affairs of the 
bank, but also the eldest son, Rufus Crosby 
Kemper, who is vice-chairman of the board 
and also president of the City Bank & Trust 
Company of Kansas City. A third and the 
youngest son, William T. Kemper, Jr. is also 
following in the path of his father and 
brothers, being president of a group of banks 
in the southwest. 

Although Mr, Kemper, Sr., was supposed 
to have retired in 1922 he continued an ac- 
tive interest in the affairs of the Commerce 
Trust Company and by way of diversion he 
salvaged the Orient railroad and in 1928 
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brought that road into the Santa Fe system. 
As chairman of the Commerce Mr. Kemper 
draws no salary. On resuming his duties 
recently he said: “We will carry en the 
same policies the same useful, sane bank for 
the people of the southwest.” His philoso- 
phy of banking conduct is crystallized in 
advice which he gave earlier in his career 
when he said: “Run a bank that is not 
scared of its shadow, one that can be help- 
ful and constructive. 3ut keep sane and 
conservative, so you can say, ‘Grandma, you 
can put your money in this bank and it will 
he here when you come back for it.’ ” 


At a recent board meeting of the Com- 


N 


merce, Merritt Jeffries was advanced from 
assistant vice-presidency, which he held for 
ten years, to vice-president. He began his 
banking career in Arkansas City, Kans., 
and before coming to the Commerce in 1922 
was a bank examiner in Kansas. 


Robert V. Fleming, president of the Riggs 
National Bank of Washington, D. C., and 
Edmund ‘8S. Wolfe, president of the First 
National Bank & Trust Company of Bridge- 
port, Conn., are being boomed as candidates 
for the second vice-presidency of the Ameri- 
can Bankers Association, to be elected at the 
next annual convention in Chicago. 


A New WILL 


THE TRUST COMPAN 


{NEW JERSEY 


Selections from a series of newspaper advertisements by The Trust Company of New Jersey 
Jersey City with unusually attractive setting and which are attuned in text with the 
atmosphere of renewed confidence. 
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RESULTS FROM TRUST DIRECT MAIL 

One of the most instructive contributions 
to the recent annual convention of the Fi- 
nancial Advertisers Association was the dis- 
cussion of trust direct mail experience by 
J. Mills Easton of the Northern Trust Com- 
pany of Chicago. By way of parenthesis it 
may be stated that the Northern Trust Com- 
pany is well among the leaders in the trust 
field in registering increased business during 
the depression years. Mr. Easton related 
the experience of the Northern Trust Com- 
pany in conducting direct by mail publicity 
for new trust business during the depression 
years. He said in part: 

“T have a fine respect for trust direct mail 
—the same respect that I have for the trust 
representative, for upon the shoulders of 
each lies the everlasting burden of results. 
It occurs to me that a bank advertising 
schedule may be topheavy with newspaper, 
billboard, window display and radio expen- 
ditures, from none of which is there asked a 
single tangible result except over the long 
haul. But to direct mail we look for results 
—immediately. Just hits and runs—no errors. 

“Direct mail is worth its cost. It performs 
the purpose for which it is intended. It gives 
our trust representatives somewhat the same 
avenue of approach as a letter of introduc- 
tion, for it prepares and paves his way. 
While we do a limited amount of cold-canvass 
selling—we depend upon our direct mail ef- 
fort to pre-warm the prospect, to make sure 
he first shows an interest in our services. 
We believe that in*’a metropolitan area such 
as ours, the use of direct mail saves the time 
and expense of our salesmen by pointing a 
more direct route to greater sales  possi- 
bilities.” 


DETERMINING VALUE OF MUNICIPAL 
SECURITIES 

In an address at the recent Eastern Re- 
gional Savings Conference, presented by 
James Jackson, chairman of the State Fi- 
nance Committee of Fall River, Mass., there 
is a strong plea for better accounting meth- 
ods to enable bankers and other investors 
to determine value of municipal securities. 
He said in part: 

“Covering a period of years under the lead- 
ership of the Department of Commerce in 
Washington, there has been a distinct effort 
to create a general uniformity of method 
of accounting in governmental activities. 
There has been some accomplishment made 
as a result of this effort but I still believe 
the principal reason that investors are un- 
able to judge governmental values is because 
of the difficulty in understanding govern- 


mental accounting. Public utility operating 
companies throughout the country are main 
taining their accounts on a standard basis 
therefore it is far easier for the average 
banker or investor to judge the value of these 
securities than it is for them to judge the 
value of municipal securities. For the first 
time in my knowledge, the banks in New 
England are now setting up accounting meth 
ods of their own whereby they may determine 
the value of municipal securities and I hope 
that we may see in time—in the not too dis- 
tant future—new methods of accounting 
which will give the public more comprehen- 
sive yard sticks with which to measure all 
municipal obligations. In the meantime in 
order to buy these obligations intelligently 
you should make a thorough investigation on 
your own account.” 


CAMDEN SAFE DEPOSIT & TRUST IN 
ITS SIXTIETH YEAR 

Camden, N. J., may pride itself upon hav 
ing one of the strongest and best equipped 
trust companies in the country. The com- 
pany began business sixty years ago in 
1873. Records show that two of the de- 
positors who opened accounts in that year 
are still alive. As the pioneer trust company 
the Camden Safe still manages the estates 
of men whom death claimed twenty-five and 
thirty-five years ago. Some of the heirs and 
descendants served today were as yet unborn 
in the days when Ephraim Tomlinson, now 
president, was trust officer. 


The First National Bank, Springfield, I1., 
has reopened on an unrestricted basis, and 
the First State Trust & Savings Bank, af- 
filiated institution, is being consolidated with 
the First National. 

The First National Bank of Portland, Ore., 
has acquired four Portland banks owned by 
the First National Corporation and _ hereto- 
fore operated as separate institutions. 

A proposal to increase the capital stock of 
the Central National Bank & Trust Company 
of Des Moines, Ia., from $250,000 to $450,000 
has been submitted to stockholders by Grant 
McPherrin, president. 

The aggregate long-term indebtedness of 
corporations, individuals and governmental 
agencies throughout the United States now 
aggregates $134,000,000,000. 

A. D. Geoghegan is chairman and Oliver 
G. Lucas, president of the new National 
Bank of Commerce in New Orleans, which 
succeeds the Canal Bank & Trust Company. 
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You can—with confidence—delegate 
to us the responsibility of repre- 
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CULTIVATING THE GOOD WILL OF 

LAWYERS 

i J. M. Hutchinson, trust officer of the Dav- 
enport Bank & Trust Company of Davenport, 
Ia., has forwarded to TrRusT COMPANIES, 
copy of a letter sent to members of the bar 
of that city, which, he advises, has brought 
cordial response from the lawyers. The fol- 
lowing is quoted from this letter: 

“Our board of directors, as well as our en- 
tire personnel, is committed to a policy of 
friendly cooperation with the members of the 
Bar Association. We do not prepare wills, 
trust agreements, deeds, leases, real estate 
contracts or other legal instruments for our 
clients, therefore we have no attorneys on 
our staff. 

“We well realize that the purpose of a cor- 
porate fiduciary is to hold, protect and ad- 
ninister accumulated capital. In caring for 
ar duties in the handling of trust estates, 
we are firmly convinced that our problems 
are complex enough without trying to assume 
further responsibility by the preparation of 
legal documents. 

“We endeavor to 
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ECURITY-FIRST NATIONAL 
BANK OF LOS ANGELES 


has 124 Branches, of which 70 are in the 
City of Los Angeles, 27 in cities in Los 
Angeles county, and 26 in other counties, 
from Fresno on the north to Imperial 
Valley on the south. In most of the cities 
where we have Branches, those Branches 
are the largest and leading banks of 
their respective localities. 


The Bank's highly developed Trust Service 
is available through every Branch. 


Por. 
ne: 







The area in- ea : 


cluded withina ~ 
radius Of 250 — sanoicoo 
miles from Los Angeles, 
in which Security- First 
National Bank is the lar- 
gest and leading Bank, includes more than 
a half of the population, wealth, agricultur- 
al production, petroleum, shipping or port 
business, and tourist business of the State. 





the testator’s or trustor’s own lawyer, and 
we intend to use every effort to convey to 
you by deed as well as by word that in han- 
dling trust estates, we consider yours to be 
the legal end and ours to be the business 
end. Our willingness to cooperate with you 
represents an honest effort on our part to 
establish an understanding that will result 
in placing our services on the highest plane 
attainable.” 





The Manufacturers Trust Company of New 
York has been appointed registrar for 3,000,- 
000 $1 par capital shares of the American 
Bankstocks Corporation. 

The Salamanca Trust Company of Sala- 
manca and the Garden City Bank & Trust 
Company of Garden City, N. Y., have been 
admitted to membership in the Federal Re- 
serve Bank of New York. 

William H. Kniffin of the Bank of Rock- 
ville Centre Trust Company, Garden City, 
L. I., has been elected president of the Nas- 
sau County Bankers Association. 

The First National Bank & Trust Com- 
pany of New Haven, Conn., has personal 
trust and estate business of over $19,000,000. 
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A FEDERAL CORPORATION 


Union Trust Company 


OF THE DISTRICT OF COLUMBIA 
Capital - = =  $2,000,000.00 
Surplus and Undivided Profits - 870,000.00 

OFFICERS 
OrpD PRESTON......-.0¢ President 
GEORGE E. HAMILTON...... Vice-President, Attorney 
and Trust Officer 
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WALTER S. HARBAN Vice-President 
EDWARD L. HILLYER.V.-Pres. and 2d Ass’t Trust Officer 
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FIDUCIARY RESPONSIBILITIES INVOLVED IN REHABILITATION OF 
THE NATIONAL SURETY COMPANY AFFAIRS 


Banks and trust companies throughout the 
country are concerned in the rehabilitation 
of the affairs of the National Surety Com- 
pany, which was taken over recently by the 
New York State Superintendent of Insur- 
ance, and its reorganization as the National 
Surety Corporation. janks are concerned 
as to the status of bonds of the National 
Surety Company held by them for protection 
in connection with surety, fidelity and cas- 
ualty underwriting. Fiduciaries are inter- 
ested because of fiduciary bonds and mort- 
gage guarantees in connection with mort- 
gages and deeds of trust and as holders of 
real estate securities guaranteed by the com- 
pany. 

The newly organized National Surety Cor- 
poration of which William B. Joyce is chair- 
man and Edward M. Allen, president, starts 
with capital of $1,000,000; surplus $3,000,000 
and total assets of over $11,000,000, provided 
out of the assets of the old company. The 
new company takes over the unexpired poli- 
cies, bonds and contracts on such lines and 
in such territories as the old company found 
profitable, the stock of the new company be- 
ing held by the Superintendent of Insurance 
for the benefit of creditors of the old. The 
new corporation, it appears, assumes no lia- 
bilities under the old company’s 
guarantees or depository bonds in closed 
banks or operating under restrictions. It 
assumes no liabilities under fiduciary bonds 
affecting estates administered by fiduciaries 
until an accounting of such estate is made 
showing condition on May 1, 1933 or subse- 
quent date and which is approved by the 
court. A summary of the exceptions and ex- 
clusions from liability assumed by the new 


mortgage 


corporation, embraces the following cate- 
gories : 

Mortgage guarantees and other liabilities 
in connection with mortgages and deeds of 
trust on real estate; 

Bonds or policies on which notice of can- 
cellation has been given by either party; 

Bank depository bonds covering deposits 
in closed banks and in banks open on a re- 
stricted or a limited withdrawal basis; 

Bonds and policies on which notice has 
been received to the effect that a loss has 
occurred or may occur, and 

Fiduciary bonds covering risks involving 
estates held or administered in a fiduciary 
or trust capacity subject to assumption of 
liability by the new company for payment 
of losses on such fiduciary bonds which may 
occur after an accounting has been approved 
by the court showing the condition of the 
estates on May Ist or thereafter. 

A protective committee has been formed 
for the protection of all holders of mort- 
gage bonds, mortgage participation certifi- 
cates and real estate securities guaranteed 
by the National Surety Company. The New 
York Superintendent of Insurance regards 
the conservation of the outstanding business 
of the National Surety Company as essential 
to the welfare of the whole surety and cas- 
ualty field which has been affected by its 
liabilities on mortgage guarantees and on 
depository bonds covering deposits in closed 
banks. 


The Boulevard Trust Company of Brook- 
line and the Everett Bank & Trust Company 
of Everett, Mass., have become members of 
the Federal Reserve System. 
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WARNINGS OF HISTORY AND 
PAST EXPERIENCES 


LIONEL D. EDIE 
President, Capital Research Corporation 


There is some safety in the fact that no 
two of these inflationists can agree on the 
magie formula. All inflationists seem to ad- 
mit that as a matter of history, inflation is 
fraught with terrific dangers, but each has- 
tens to assure us that his own pet scheme is 
proof against such dangers. Each has a 
eontrolled inflation to offer. It is a contra- 
diction of terms. As a nation we did not 
control inflation in 1928-29, and we are still 
paying for that error. Then came deflation 
and it was not controlled until most of the 
damage had been done. This is the record 
and in light of that record it is amazing that 
people today are naive enough to believe we 
should control a new inflation. 

It is said that the Federal Reserve policy 
of excess reserves is a failure. I answer 
that it is not the Federal Reserve policy but 
Congress which has been a failure, by lack- 
ing the courage to balance the national 
budget. There exists today a vast amount 
of liquid money ready to go to work but 
afraid because there is no confidence that 
Washington will put its financial house in 
order. Politicians are resorting to inflation 
as a means of escape from doing their real 
job. 

This is the old battle of the nineties over 
again. History is replete with such battles 
but it is significant that FKurope, which has 
had recent experience with inflation, wants 
no more of it. Only America is attracted by 
the glitter. What this country really needs 
rebirth of sound money, with all that 
that implies in the way of sound fiscal policy 
in national affairs. ‘Silver, scrip, the print- 
versus the gold dollar of 23.22 
grains sound money, and balanced budgets— 
this is the real issue. As soon as the issue 
is clearly settled we can hope for a rebound 
of confidence among the American people. 
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The Supreme Court of California has ren- 
dered a decision in the Bank of Italy vs. 
bentley case to the effect that no action can 
be maintained upon an obligation secured by 
a deed of trust until the property covered by 
the deed is sold or has become valueless. 

The Danielson Trust Company of Daniel- 
son, Conn., closed since December, 1931, will 
shortly reopen with additional capital of 
£40,000, 


Business 


Life Insurance 
Can Help Now 


A MAN — his 


knowledge, personality, or driving 
force—may be the biggest asset a 
business has in times like these. Is 
there such a man in your business? 

Ask the John Hancock agent in 
your locality to outline a method of 
applying life insurance to any busi- 
ness so that the earning power of 
one or more individuals may be 
capitalized with a view to strength- 
ening credit. 


LIFE INSURANCE COMPANY 

oF BOSTON, MASSACHUSETTS 
A mutual dividend-paying company 70 years 
in business. Among the strongest in reserves 
and assets. Paid policyholders in 1932 over 
100 million dollars. Offers every phase of 
personal and family protection including An- 
nuities and also Group forms for firms and 
corporations. 


T.C.M. 5-33 





APPOINTMENT OF ANCILLARY 
RECEIVERS LIMITED 

With the increasing number of receiver- 
ships for corporations and organizations hav- 
ing far-flung branches or interests in various 
states, there have arisen new forms of petty 
graft in the appointment of ancillary re- 
ceiverships in the different jurisdictions. The 
Supreme Court of the United States, on the 
application of New York lawyers and ap- 
proved by Judge John ©, Knox of the New 
York Southern District Court, has issued an 
order imposing restrictions upon ancillary 
appointments. The order requires that no 
ancillary receiver shall be appointed in any 
District Court of the United States in bank- 
ruptey proceedings except upon the applica- 
tion or with consent of the primary receiver 
and that no application for appointment shall 
be granted unless petition shows necessity. 


A bill to authorize receivers of closed 
banks of Missouri to borrow upon bank as- 
sets and speed liquidation, has been signed 
by Governor Park. 

Henry Barth has been appointed trust 
officer of the First National Bank & Trust 
Company of Elm Grove, W. Va. 
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ADVERTISING TURNS THE PAGES OF 
; HISTORY 


Colorful incidents in the pioneer days of 
California have been a reservoir of inspira- 
tion in focusing interest in the trust services 
of the First National Trust & Savings Bank 
of San Diego, Cal., presented in their series 
of trust advertisements. They depart from 
the appearance of “ads” and assume the 
character of illustrated pages of history, each 
telling briefly the story of a notable event 
in the building of a new empire. The use 
of original, well-proportioned, artistic en- 
gravings appearing as the dominating fea- 
ture of each advertisement, arrests the at- 
tention, while a title of two or three words 
arouses interest. Tied up with each of these 
presentations is the offer of a booklet on a 
pertinent phase of trusteeship or executor- 
ship. The reference to trust service is done 
in a personal and confident tone, which, fol- 
lowing the theme of the narration, makes 
for a natural transition to application of 
the moral to the individual case. 


K. L. Burton has been elected executive 
vice-president of the Citizens Bank & Trust 
Company of Henderson, N. C. 
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IRVING TRUST COMPANY SUSTAINED 
AS STANDING RECEIVER 

Members of the legal profession who urged 
legislation at the last session of the New 
York legislature to prohibit corporations and 
trust companies from acting under appoint- 
ment as receivers in bankruptcy, trustees or 
custodians, encountered defeat when bills 
passed by the legislature were vetoed by 
Governor Lehman. These measures were pri- 
marily aimed at the Irving Trust Company 
of New York to which receiverships are as- 
signed by the United States District Court 
for the ‘Southern District of New York as a 
consequence of revelations made in 1928 
and 1929 showing the operations of a “re- 
ceivership ring” yielding remunerative re- 
turns to favored individual attorneys as re- 
ceivers. Judge John Clark Knox of the Fed- 
eral District Court, former Federal Attorney 
Charles H. Tuttle, John W. Davis, head of 
the Bar Association of the City of New York 
and representatives of various business or- 
ganizations protested against the bill at 
hearings before the Governor. The latter ve- 
toed the measures on the ground that they 
imply unwarranted intrusion in judicial mat- 
ters and that the field of bankruptcy is con- 
stitutionally vested in the Federal Govern- 
ment. 
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NATIONAL Trust & SAVINGS BANK OF SAN DIEGO, CAL. FEATURE EPISODES 
IN THE History or SAN DIEGO 
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PROTECTION OF BONDHOLDERS 

Dealing with the subject of “Current 
Vogues in Corporation Financing,” Laurence 
H. Sloan, vice-president of the Standard 
Statistics Company, in a recent address be- 
fore the American Management Association, 
submitted the results of the financial adjust- 
ments of fifty typical corporations. As to 
adjustments in connection with corporate 
bonds, he says: 

“In the viewpoint of broad public policy, 
there is a grave question as to whether ne- 
gotiations between bond owners and a cor- 
poration seeking relief from the terms of a 
bond indenture should be allowed to be car- 
ried on except under the supervision of some 
public official who would function as a ref- 
eree, and see that justice was done to all 
parties concerned. This means justice not 
only to the bondholder, but justice as well 
to the corporation, to the owners of the 
equity, to the banks if they are involved, to 
all other creditors. It means justice based 
upon some principle other than that all of 
the interested parties shall grab what they 
ean, 

“T confidently believe that, if some set of 
principles different from those now operative 
in the readjustment of promises made to 
bond owners is not worked out, if a greater 
degree of protection is not promised and de- 
livered to bond owners in the future than 
has been actually delivered in the past, the 
general corporation bond will, over a period 
of time, tend to become more and more ob- 
solete as an instrument for raising new cor- 
porate funds.” 

PUBLIC RELATIONS—A MAJOR PROBLEM 
CONFRONTING AMERICAN BANKERS 
Preston E. Reed, who is serving the pub- 

lic interests of the banks of the country most 
usefully as executive secretary of the Finan- 
cial Advertisers Association, delivered an 
address charged with timely suggestions as 
to why bankers should more fully realize the 
importance of cultivating sound public rela- 
tions and restoring confidence in their re- 
spective communities, at the recent annual 
convention of the Tennessee Bankers As- 
sociation. He said in part: 

“Railroads, public utilities and other in- 
dustries have adopted real public relations 
policies, only when politicians and the public 
have forced action. Only when their backs 
were to the wall would they grudgingly ad- 
mit that they were dependent upon the pub- 
lic and that it was their duty to maintain 
an intelligent public relations policy. I fear 
that banking is repeating the history of these 
other lines. If the banks are not already 
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standing with their backs against the wall, 
they will be in the near future and then you 
will find a desperate attempt to promote pub- 
lic relations platforms, but as such a time 
public relations can only be a defensive 
tactic. As such it will not produce positive 
benefits that a voluntarily adopted, long- 
term public relations policy is sure to pro- 
duce if intelligently carried on.” 


CONVENTION OF AMERICAN BANKERS 
ASSOCIATION IN CHICAGO 

The fifty-ninth annual convention of the 

American Bankers Association will be held 

in Chicago with the Stevens Hotel as head- 

quarters, September 4th to 7th, inclusive, ac- 

cording to announcement by Executive Man- 


ager F. N. Shepherd. The convention pro- 
ceedings will also take place in the Hotel 
Stevens which offers adequate accommoda- 
tion. Special opportunity will be afforded 
delegates to visit the Century of Progress 
Exposition which was one of the main at- 
tractions for holding the convention in that 
city. 


A license for reopening of the Westchester 
County National Bank & Trust Company of 
Peekskill, N. Y., has been granted. 
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INTEREST RATES AND ADEQUATE 
PROFITS ON DEPOSITS 

In an address at the recent annual conven- 
tion of the New Jersey Bankers Association 
the question “Can Interest Rates Be Adjust- 
ed to Provide for an Adequate Profit on 
Deposit Funds?’ was answered in the affirm- 
ative by Raymond E. Jones, vice-president of 
the Bank of the Manhattan Company of New 
York. He showed from statistics that the 
actual cost of handling deposit business by 
member banks of the Federal Reserve Sys- 
tem is about 1% per cent of the total of gross 
deposits and that interest paid on deposits 
during the years 1929, 1930 and 1931 totaled 
almost one-third of their gross earnings. 

Mr. Jones analyzed the rate of average 
bank earnings upon gross deposits and item- 
ized. the various costs of handling loanable 
funds, including interest and making allow- 
ance for certain deductions, before consider- 
ing net earnings. Referring to a system of 
determining expense and ascertainment of 
profits employed by the bank with which he 
is associated, Mr. Jones said: 


“In our bank we have prepared for our 
guidance a chart showing the net average 
balance, with legal reserves deducted, re- 
quired at various money rates to meet $1,000 
of expense. To this we have added separate 
figures showing the average balance of de- 
posits required to earn 1% per cent per an- 
num on the net amount of deposits required 
to meet expenses. It is interesting to note 
that if we paid no interest on deposits and 
earned 414 per cent on loanable funds it 
would take $26,000 of deposits to meet $1,000 
of expense. Add to this a profit of 1% per 
cent and we would require $36,000. How- 
ever, if we were to pay 1 per cent interest 
we would need $33,000 to meet the actual 
expense and with profit added would re- 
quire $51,000 in deposits. 

“To give you some idea of how these fig- 
ures operate, let us come nearer to the cur- 
rent market by calling our earning rate 3 
per cent. We would need $39,000 in deposits 
to meet expenses if we paid no interest and 
$62,000 to include our profit, and the latter 
figure immediately jumps to $80,000 if we 
allow % per cent to the depositor and to 
$112,000 should we be foolish enough to pay 
1 per cent interest. These figures worked 
out upon the basis of known deposits show 
the important part which the payment of 
interest plays in the operation of a bank.” 


The First of Michigan Corporation has 
been organized in Detroit with personnel 
mostly from officers and ranking employees 
of the dissolved First Detroit Company, Inc. 
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AMERICAN SECURITY & ‘TRUST 
COMPANY IN FEDERAL RESERVE 


The American Security & Trust Company 
which occupies an impressive building op- 
posite the United States Treasury in Wash- 
ington, D. C., has been admitted to member- 
ship in the Federal Reserve System. The 
company is now completing forty-three years 
of service, its statement at the first of the 
year showing resources of $39,539,000 with 
eapital of $3,400,000; surplus $3,400,000; un- 
divided profits $406,000 and reserve of $161,- 
966. 

James C. Dulin, Jr., recently assumed his 
duties as treasurer of the company, succeed- 
ing Charles E. Howe, who asked to be re- 
lieved on account of ill health after a long 
record of service. Mr. Dulin was born and 
educated in Washington and came to the 
American Security in 1909. William E. 
Schooley has been elected an assistant treas- 
urer in charge of the securities department. 


Governor Lehman has signed the legisla- 
ture measures which prevent banks from in- 
vesting more than 10 per cent of their capi- 
tal and surplus in their affiliates and amend- 
ing chapter 326 allowing acceptance of clear- 
ing house examinations in lieu of two exam- 
inations of banks a year. 
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PENNSYLVANIA ENACTS NEW LAWS 
GOVERNIMG INVESTMENT OF TRUST 
FUNDS 

The new banking code passed by the Penn- 
sylvania legislature included several provi- 
sions to strengthen the laws governing the 
employment and investment of trust funds by 
fiduciaries under the supervision of the State 
Banking Department. It had been the pur- 
pose of the State Banking Commissioner to 
secure entire elimination of mortgage pools 
as a medium of public and trust fund par- 
ticipation. Although provision was made 
for eliminating future pools for public par- 
ticipation the new code does not eliminate 
such investments for trust funds. 

The new laws relating to trust investments 
are summarized as follows: 

(1) Prohibiting the direct or indirect lend- 
ing of trust funds to any director, officer or 
employee of the fiduciary institution except- 
ing such funds as it holds as fiduciary for 
such director, officer or employee and except- 
ing ‘loans made upon the security of a mort- 
gage upon the home of such director, officer 
or employee. 

(2) Prohibiting a fiduciary institution 
from directly or indirectly purchasing with 
funds held by it as fiduciary or exchanging 
for any real or personal property held by it 
as fiduciary, any asset of its commercial de- 
partment, This prohibition does not apply 
in the case of bonds or other interest bear- 
ing obligations of the United States or this 
commonwealth or of any county, city, bor- 
ough, township, school district, or poor dis- 
trict of this commonwealth nor in the case 
of assets of its commercial department ear- 
marked for future trust investment at the 
time of acquisition by the commercial de- 
partment and purchased or exchanged within 
one year after acquisition with funds or for 
property held by it as fiduciary. A report 
would ‘be made monthly to the board of di- 
rectors and to the department of all trans- 
actions ineluding earmarked acquisitions 
within the exception to the foregoing pro- 
hibitions, 


The Whitney National Bank of New Or- 
leans has taken over the affiliated Whitney 
Trust & Savings Bank. J. D. O’Keefe is 
president. 

A plan is under consideration to merge the 
North Carolina Bank & Trust Company, the 
United Bank & Trust Company, the Page 
Trust Company and the Independence Trust 
Company of Raleigh, N. C. 

Percy A. Rockefeller has resigned as a di- 
rector of the National City Bank of New 
York owing to ill health. 
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BANK ADVERTISING CAMPAIGN TO 
FOSTER CONFIDENCE 


Wisely calculated and exceptionally well 
executed is the material in a complete new 
advertising campaign offered by The Purse 
Company of Chattanooga, Tenn., the prime 
purpose of which is to stimulate a robust re- 
turn of public confidence toward banks. Re- 
gardless of the progress made in restoring 
and strengthening the banking structure it 
is unquestionable that the public faith has 
been undermined in many communities where 
banking fatalities have left their trace. 
Such impairment has affected sound banks 
in their relations with the public and the 
new Purse campaign is skillfully adapted to 
bring the people to a true realization of the 
trustworthiness of their institutions. To at- 
tract attention the campaign has for its cen- 
tral theme some of the more dramatic turn- 
ing points in history, and inclues newspaper 
ads, booklets, statement enclosures, street 
car and lobby displays. 


A report from the U. 8S. Senate Banking 
and Currency Committee is authority for 
the statement that American investors have 
lost 25 billions of dollars in the last ten 
years in worthless stock. 
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EIGHTIETH YEAR OF THE FIRST 
WISCONSIN NATIONAL BANK 

One of the pioneer banks of the Middle and 
Northwest is the First Wisconsin National 
Bank of Milwaukee which dates its found- 
ing to the year 1853 and which has become 
the largest banking institution in Wiscon- 
sin. The parent institution was the Farm- 
ers and Millers Bank with original capital 
of $50,000. Today the capital, surplus and 
undivided profits of the First Wisconsin Na- 
tional totals more than $16,000,000 with de- 
posits in excess of $100,000,000. In 1863 the 
original bank became the First National 
Bank, later becoming the First Wisconsin 
National. Walter Kasten, the present execu- 
tive head, became president in 1924. In 1928 
the scope of the bank was extended through 
consolidation with the Second Ward Savings 
Bank. Functioning with the bank is the 
First Wisconsin Trust Company, devoted pri- 
marily to trust business, and the First Wis- 
econsin Company. Formation of the Wiscon- 
sin Bankshares Group was initiated by the 
First Wisconsin National which today in- 
cludes forty-six banks located in various 
cities of the state and all of which are oper- 
ating on an unrestricted basis since the na- 
tionwide banking holiday. 
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OPPOSED TO COMPULSORY RESERVE 
MEMBERSHIP 

Writing to Trust Companies the Commis- 
sioner of Insurance and Banking of Virginia, 
M. E. Bristow, states: “I sympathize with 
the idea of getting as many of the large 
and important state banks into the Federal 
Reserve System as possible. That much of 
unification under reasonable conditions ap- 
pears to me as desirable. However, this ac- 
tion should be left voluntary by making the 
Federal Reserve System as attractive as pos- 
sible in order to get all large and important 
institutions to join. Compulsion should not 
be resorted to.” 


NEW BUSINESS FOR TRUST DEPARTMENT 

Theodore T. Weldon, who has had a wide 
experience as a trust solicitor, advertising 
writer and trust executive, is the author of a 
new book entitled “New Business for the 
Trust Department,” published by the Bank- 
ers Publishing Company of New York. The 
author embodies surveys and analyses of the 
trust market; methods of determining pres- 
ent value of each trust sale; effect of eco- 
nomie cycle on trust sales; measuring re- 
turns from advertising, personnel training, 
prospect lists and other phases. The book is 
copiously illustrated with copy and graphical 
displays. 


ELECTED PRESIDENT OF MECHANICS 
TRUST COMPANY 

Frederick C. Earl has been elected presi- 
dent of the Mechanics Trust Company of 
Bayonne, N. J. He has been vice-president 
of the company for twenty-five years, and 
has been associated with the bank thirty-five 
years. He succeeds the late De Witt Van 
Buskirk, who headed the bank for many 
years. De Witt Van Buskirk, Jr., succeeds 
Mr. Earl as vice-president. Dr. W. W. 
Brooke has been elected chairman of the 
executive committee. 


Including $5,000,000 
R. F. C., the First National Bank of Bir- 
mingham, Ala., is planning to increase its 
capital stock by $7,500,000 to $12,500,000, the 
increase consisting of preferred stock. 

Bank Superintendent Broderick of New 
York has taken over the Westchester Trust 
Company of Yonkers, subject to restrictions 
and pending reorganization plans. 


subscribed by the 


O. H. Cheney, former bank superintendent, 
has taken charge of the reorganization of the 
Mount Vernon Trust Company of Mt. Vernon, 
: eo 
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WASHINGTON’S OLDEST TRUST COM- 
PANY JOINS FEDERAL RESERVE 
SYSTEM 
Announcement was made recently that 
the Washington Loan & Trust Company of 
Washington, D. C. has become a member of 
the Federal Reserve System and has com- 
plied with all requirements. The directors of 
the trust company have given consideration 
to Federal Reserve membership for some 
time and application was recently made be- 
cause they believed the time was opportune 
to give the company’s support to the highest 
development of organized strength in Ameri- 
ean banking and because the company there- 
by obtains for itself and for the welfare of 
its customers advantages not otherwise avail- 

able. 

The company has been a member of the 
Washington Clearing House Association for 
some years, but, not being a Federal Reserve 
member, has heretofore cleared through the 
Columbia National Bank. It will now be in 
position to become an active member of the 
Clearing House as are all of the national 
banks. 

The Washington Loan & Trust Company 
was the first trust company in Washington, 
being established there in 1889 under a West 
Virginia Charter before the enabling act of 
Congress in 1890 authorized the organization 
of trust companies in the District. It has 
been a consistent advocate of progressive 
and, at the same time, conservative policies. 
Harry G. Meem is president and John Joy 
Edson, formerly president, is the chairman 
of the board of directors. 


POLITICAL FOLLY OF “SOAKING THE 
RICH”’ 

R. Perry Shorts, president of the Second 
National Bank & Trust Company of Sagi- 
naw, Mich., is a banker who does not hesi- 
tate to call a spade a spade. He puts his 
finger on one of the most vicious ills of the 
nation when he condemns the type of taxa- 
tion which is motivated by the slogan, “Soak 
the Rich.” He says: 

“How are we going to keep the country 
prosperous if we tax industry to death? 
Right now, when the country is full of closed 
factories, idle men, defaulted bonds, and 
dead stocks, we find taxes even higher than 
in prosperous times, and about one person 
in every nine on the public payroll (includ- 
ing Congressmen’s families). To meet this 
emergency, the popular cry of the politicians 
is to “soak the rich’—but they cowardly 
conceal the truth that when they “soak the 
rich,” they “soak the poor,” too. If we 
can’t have wealth, then we can’t have farms 


IN 


RICHMOND, 
VIRGINIA 


Complete Trust Facilities 


Personal and Corporate 


STATE ~PLANTERS 
BANK“JRUST ©. 


RICHMOND VIRGINIA 


Established 1865 





and factories, and railroads and ships—and 
if we can’t have these great job-producing 
industries, just how is the laboring man go- 
ing to live and support his little home and 
family? What good does it do to put a 50 
per cent inheritance tax on a rich manufac- 
turer if when he dies his executors have to 
close his factory and throw hundreds of men 
out of employment in order to pay the tax? 
Just how are you helping the poor man by a 
law like that?’ 
CUSTER’S LAST STAND 

The filing of the will of Mrs. Elizabeth B. 
Custer, widow of General George Armstrong 
Custer, famous Indian fighter of the United 
States Army who was killed in the battle of 
Little Big Horn in 1876, calls to mind an 
eventful page from the pioneer history of 
the Great West. All souvenirs and memen- 
tos of General Custer, including books, 
photographs and trophies of the chase, are 
left to the City Bank Farmers Trust Com- 
pany of New York City as executor, to be 
delivered “to the public memorial museum 
which may be erected on the battlefields of 
Little Big Horn in Montana,” or if such me- 
morial is not erected then in the discretion 
of the executor to other museums, friends or 
relatives. 
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THE HARD BOILED BANK AND REALISM IN BANK ADVERTISING 


Banks should advertise that they are hard 
boiled banks rather than “friendly banks,” 
according to Towner Phelan of the St. Louis 
Union Trust Company. His views on bank 
advertising may sound revolutionary to some 
bankers but to others they will appeal as 
consistent with the new order. He says: 

I believe the real function of bank adver- 
tising is to promote confidence and that is 
not done by advertising confidence direct. I 
feel that most bank advertising is pretty 
terrible and I am not speaking of copy, lay- 
out and art work, but of the underlying psy- 
chology. There is too much silly optimism, 
too much “have confidence in us,’ too much 
“Let’s win the war’ about it and, above all, 
too much of the friendly bank. 

There never was a friendly bank. The fact 
that people laugh about the story of the 
banker whose glass eye looked more human 
than bis natural eye gives the clue to the 
proper psychology of bank advertising. Banks 
should advertise that they are hard boiled 
banks. They can turn that present liability 
into a definite new business asset by selling 


the public with realistic copy on the ad- 
vantages to both depositor and borrower of 
dealing only with a hard boiled bank. They 
can comment realistically on the present 
weaknesses of our banking system and ex- 
plain why the small banks should be run out 
of business and kept out of business. There 
is a real job to be done, to do it the banks 
will have to be brutally frank and deal in 
realities and forget the meaningless fairy 
tales that the public never believed anyway 
about the friendly bank. 


Col. Arthur F. Foran, comptroller of the 
Port of New York, has been elected presiden- 
of the Flemington National Bank & Trust 
Company of Flemington, N. J., to succeed the 
late Firman R. Williamson. 

William F. Style has been elected treas- 
urer of the Wisconsin Bankshares Corpora- 
tion, succeeding E. A. Bacon, resigned. 

The Supreme Court of the United States 
has decided that deposit claims of World 
War veterans have no priority over other de- 
posits in insolvent banks. 
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FOSTERING GOOD WILL OF COMMUNITY 

Understanding of the different character- 
istics and interests of each of our commu- 
nities is a prerequisite to the effectiveness of 
bank relations in cultivating public 
will that is recognized by progressive bank- 
That this essential has sympa- 
thetically studied and successfully met by 
the Montclair Trust Company of Montclair, 
N. J.. is evident from a perusal of their 
monthly bulletins. Historical incidents of 
the locality are drawn upon as material for 
these news-letters and the text is artisti- 
cally illustrated with old-fashioned wood- 
cuts or engravings, dealing with subjects of 
community interest. A feature of the news- 
letter is the reprint of old documents, usually 
those of early settlers of the town, which 
‘arry out the general theme of community 
appeal and create an impression of long serv- 
ice and conservativeness of the bank. An ex- 
position of one of the banking or trust sery- 
ices is presented month on the back 
‘over under a timely heading. 


good- 


been 


ers. 


each 


Supreme Court Justice William F. Bleak- 
‘vy has become president of the Yonkers Na- 
ional Bank, succeeding Wilfred L. Chase. 


STORY WITH AN ELUSIVE MORAL 

A story with an elusive moral is that of 
the estate of C. Harold Smith, vice-president 
and chief stockholder of the Columbian Car- 
bon Company, whose offer of a $1,000 prize, 
several years ago, for the best advice as to 
the disposition of $10,000,000 for the greatest 
good to humanity, will be recalled by the 
many individuals whose advice he did not 
take. 

Mr. Smith died in London in 1931, and a 
recent appraisal of the estate valued it at 
$2,692,172 net. The will left a life interest 
in the residuary estate to his wife, appoint- 
ing his son and daughter and two grandchil- 
dren as remaindermen. No part of the es- 
tate was left in public bequests, though it 
is possible that public gifts made during life 
might account for part of the depreciation. 
The largest holdings were in stock of the Co- 
lumbian Carbon Company, and included over 
half a million in life insurance. The Irving 
Trust Company of New York was named as 
co-executor and co-trustee under the will. 


Bank of the Manhattan Company has been 
appointed registrar for the common stock of 
G. Kreuger Brewing Company. 
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COORDINATION AT THE BANKERS 
TRUST COMPANY 

With the mobilization of all the depart- 
ments and main office activities of the Bank- 
ers Trust Company of New York in its en- 
larged home at Wall, Nassau and Cedar 
streets, the internal operations are being 
thoroughly modernized and coordinated in 
every possible respect. The Bankers Trust 
Company has always been in the forefront 
in introducing refinements of service in its 
banking, its corporate and individual trust, 
transfer and other sub-divisions. The assem- 
bling of all main office business under one 
roof, provided by the additional annex to the 
original building, affords opportunity to in- 
troduce further improvements of service. 
This applies especially to the work of the 
trust department control, accounting and 
equipment. 

Bankers and other visitors flock daily to 
the new offices of the Bankers Trust Com- 
pany which are impressive for their spa- 
ciousness and dignity which are happily 
blended to impart an atmosphere of comfort 
and stability. Care has been taken in the 
realignment of official and operating person- 
nel to secure the greatest degree of facility 
and expedition in daily routine. In point of 
banking resources the Bankers Trust Com- 
pany ranks fourth among the largest banking 
institutions in New York with resources as 
of January 1, 1933, aggregating $762,000,000 
with capital and surplus of $75,000,000 and 
with substantial volume of undivided profits 
and contingent reserve. 


EDWARD O. STANLEY 
Edward O. Stanley, who was for many 
years officially associated with the Title 
Guarantee & Trust Company of New York up 
to his retirement in 1922, died recently at his 
home in East Orange, N. J. Since 1912 he 
had been president of the East Orange Pub- 


lic Library and was at one time president 
of the Ponds Extract Company and main- 
tained active interest in charitable and re- 
ligious work. He was a native of North 
Attleboro, Mass., and earlier in life was asso- 
ciated with newspaper work. He leaves a 
son, Edward O. Stanley, Jr., who is at- 
torney for the Mutual Benefit Life Insurance 
Company of Newark, 


REMINGTON RAND, INC. BACKS ITS 
FAITH IN RECOVERY 

At least three million more men will be 
back at work by September. That is the 
conviction expressed in a published an- 
nouncement made by James H. Rand, Jr., 
president of Remington Rand, Ine., and 
which that organization is backing up by 
reemploying men and by an investment of 
more than one million dollars in perfecting 
its more than 100 new products, including 
the Remington Noiseless Portable Type- 
writer, a new line of safe cabinets, moderni- 
zation of the Powers Accounting Machines 
and a late development of a new all-electrical 
accounting machine. 

Mr. Rand bases his faith in the wisdom 
of President Roosevelt’s monetary and re- 
construction policies and the reactions de- 
rived through the 200 branches of the com- 
pany and a staff of 1800 Remington Rand 
salesmen, covering the entire United States 
and all other countries of the world. Mr. 
Rand expresses the belief that monetary 
measures, now recognized by the government, 
are necessary to start up prices and busi- 
ness. “Our export trade has already re- 
sponded to the adjustment of the dollar.’’ He 
Says: “Treasuries are responding to the eas- 
ing of debt. Buyers are responding to the 
strengthening of commodity prices. Money 
is beginning to move from one hand to an- 
other.” 
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STOCK MARKET BUOYED BY BUSINESS 
RECOVERY 

For the first time in many months there 
are tangible evidences of broader investment 
and speculative interest outside of profes- 
sional confines. The floor of the New York 
Stock Exchange and customers’ rooms of 
brokerage offices again teem with an atmos- 
phere which is redolent of the good old days 
before the first crash in the fall of 1929. 
The word passes from mouth to mouth that 
business and industry are inoculated with 
the virus of genuine recovery and Presi- 
dent Roosevelt's monetary and recovery 
plans are supplying the needful priming for 
the pump which has so long resisted efforts 
at resuscitation. Instead of the daily grist 
of “depression fodder” the newspapers help 
the speculative pulse by featuring rise in 
commodity prices, new bookings and_in- 
creased capacity at the steel mills, re-employ- 
ment, increased bank clearings and other fa- 
vorable business barometrics. 

Despite the surging forward of transac- 
tions and quotations on the stock exchange 
and in commodity marts, there is evident a 
more cautious and contemplative attitude. 
Professionals feel that recent gains must 
be “consolidated” to employ military terms. 
Nevertheless there can be no mistaking a 
new outlook and new enthusiasm. During 
April the market values on the New York 
Stock Exchange listings represented an en- 
hancement of nearly $7,000,000.000. The high 
range of fifty representative stocks on May 
18th of 76.43 shows the marked trend up- 
ward from the low of 46.85 registered March 
2d. Range of domestic bonds averages in- 
creased from 60.05 on March 3 to 69.77 re- 
corded May 18th. Volume of transactions on 
the exchange were reminders of the height 
of the boom period, especially following the 
signing of the inflation bill by President 
Roosevelt and the Presidential message rec- 
ommending relaxation of the anti-trust laws. 
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BILLS SIGNED AFFECTING NEW YORK 
FIDUCIARIES 

In addition to the approved bills passed at 
the last session of the New York legislature, 
including the fiduciary waivers affecting real 
estate securities which were described in the 
April issue of Trust CoMPANIES, Governor 
Lehman has placed his signature to a num- 
ber of additional measures of interest to 
trust companies and banks. Among these is 
the Pratt bill requiring that executors filing 
applications for refunds on estate taxes er- 
roneously paid, must file such application 
within two years; retaining railroad bonds 
on the list of investments legal for savings 
and trust funds until April 1, 1934, excepting 
bonds which have defaulted on principal or 
interest. 


The approved Fearon bill amends the real 
property law by providing that a contract to 
devise real property, or establish a trust of 


real property, or any interest therein or 
right with reference thereto, is void unless 
the contract or some note or memorandum 
thereof is in writing and subscribed by the 
party to be charged therewith, or by his 
lawfully authorized agent. 

Another bill signed by the Governor 
amends the tax law in relation to tax on 
estates of residents and non-residents, as 
chapter 359 of the laws of 1933. The amend- 
ments to the law contain graduated percent- 
ages of increase over the amounts of inher- 
itance taxes now paid. The rate of tax 
which was formerly 80 per cent of the fed- 
eral tax under the Fearon law is made to 
correspond with the federal rate. It is esti- 
mated that this law will produce about 
$8,000,000 additional revenue yearly. 


At the recent annual meeting of the Com- 
mittee of Banking Institutions on Taxation 
held at the Hetel Pennsylvania in New York, 
Edwin T. Ward of the Bank of Montreal, 
was elected chairman; John L. Kuhn of the 
Bankers Trust Company, vice-chairman, and 
Stephen L. Jenkinson of the Chemical Bank 
& Trust Company, secretary. 
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TRUST COMPANIES COOPERATE TO 
PROTECT MORTGAGE SECURITIES 

A committee has been delegated by trust 
companies of New York City to cooperate 
with the newly organized New York Guaran- 
teed Mortgage Protection Corporation, a non- 
profit corporation organized with the ap- 
proval of the State Superintendent of Insur- 
ance and authorized under a special statute 
passed at the last session of the legislature, 
has commenced operations. There are ap- 
proximately $1,000,000,000 of guaranteed 
mortgage certificates upon real estate prop- 
erties in New York and the primary purpose 
of this corporation is to represent such hold- 
ers in a unified and efficient manner and to 
prevent further collapse in real estate values. 
George W. Naumburg is president with 
Henry Bruere and Joseph P. Day, vice-presi- 
dents. 


STATUTORY AMENDMENTS AFFECTING 
STOCK TRANSFERS 

Governor Lehman has signed a series of 
bills affecting stock transfers. One of these 
taxes transfer of stock on the exchanges at 
the rate of 3 cents a share for shares of no 
par value or under $20 and 4 cents a share 
with par or market value above $20. This 
measure supersedes the present stock trans- 
fer tax of 2 cents a share for each $100 or 
fraction thereof of par value and of no par 
value shares. The Governor has also ap- 
proved the Pratt bill amending the tax law, 
by exempting from the provisions of the 
stock transfer tax transfers of certificates 
from the owner thereof to a custodian where 
the certificates are to be held or disposed of 
by such custodian for and subject to the in- 
structions of the owner, or from such custo- 
dian to a nominee of such custodian, or from 
one nominee of such custodian to another, 
provided the same continue to be held by 
such nominee or nominees for the same pur- 
pose for which they would be held if retained 
by custodian, or nominee to custodian. 


ALBERT I. TABOR, Secretary 

ALFRED W. ABRAMS, Assistant Secretary 
EUGENE L. VAN WART, Assistant Secretary 
CHESTER A. ALLEN, 2nd Trust Officer 


RESTRICTIONS ON GOLD PAYMENTS 

In view of restrictions on gold imposed by 
Presidential decree there is little demand 
from holders of government bonds and other 
obligations where principal and interest is 
indicated as payable in “United States gold 
coin of present standard weight and fine- 
Some uncertainty was entertained by 
paying and collection agents as to request 
for gold on coupon payment dates since the 
gold embargo; but comparatively little de- 
mand was encountered. 

The New York Clearing House has clarified 
the situation for paying and_ collection 
agents, in a recently circulated letter, based 
upon advice from counsel. Collections should 
be made in current funds as usual where no 
special instructions are received from own- 
To all special requests agents are in- 
structed to advise that bonds or coupons will 
not be presented for payment in gold unless 
authorized unconditionally. Restrictions upon 
foreign and domestic payments growing out 
of exchange or trade transactions are to be 
observed as defined through Federal Reserve 
and Treasury offices. 


ness.” 


ers. 


OPPORTUNE TIME FOR BANK 
ADVERTISING 


Members of the New York Financial Ad- 
vertisers, attending a recent monthly lunch- 
eon-meeting at the Hotel Commodore, heard 
some practical advice on the timeliness of 
bank advertising under current conditions. 
Roy Dickinson, associate editor of Printers’ 
Ink, advised his hearers that the depression 
complex is fading out of the picture and that 
the job of the moment for all those engaged 
in writing and putting out bank advertising 
is to emphasize restoration and to foster re- 
newed confidence in banks. He also referred 
to possibilities of new business by coopera- 
tion between banks and insurance companies 
to promote loans based on insurance policies 
as collateral. 
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HARRY M. DEMOTT RETIRES FROM 
BROOKLYN TRUST COMPANY 

Harry M. DeMott recently resigned as vice- 
chairman of the board of of the 
Brooklyn Trust Company but remains as a 
trustee of the company. Mr. DeMott has 
held office since the merger of the Mechanics 
Bank, of which he was president, into the 
Brooklyn Trust Company on February 8, 
1929, Prior to the merger he had been presi- 
dent of the Mechanics Bank since April 4, 
1916. 

Mr. DeMott has been active in banking in 
Brooklyn for nearly half a century, having 
risen from the junior clerkship to the presi- 
dency of the Mechanics Bank during the 
forty-four years he served that institution. 
In addition to his banking activities, he is 
vice-president and a director of the Brooklyn 
National League Baseball Club, vice-presi- 
dent and trustee of the Greater New York 
Savings Bank, and a director of the New 
York Title & Mortgage Company, New York 
Casualty Company, Morris Plan Company of 
New York, and Brooklyn City Safe Deposit 
Company. 


trustees 


GENERAL MOTORS ENTERS 
AVIATION FIELD 

Development plans are going forward by 
means of which General Motors may play a 
dominant part in the aviation field compar- 
able with its place in the automotive indus- 
try. This is confirmed by a recent announce- 
ment from President Alfred P. Sloan, Jr., 
that as a result of action taken by stock- 
holders of General Aviation Corporation and 
North American Aviation, Inc., General Mo- 
tors now becomes the major factor in North 
American Aviation, Ine., and its wholly 
owned subsidiaries—General Aviation Manu- 
facturing Corporation, B/J <Aireraft Cor- 
poration and Eastern Air Transport, Inc. 
North American Aviation, Inc. also has sub- 
stantial interests in the Douglas Aircraft 
Company, Inc., Western Air Express Corpo- 
ration, and Transcontinental Air Transport, 
Ine. The latter two companies each hold 
a 471% per cent interest in Transcontinental 
and Western Air, Ine, 

A strong recovery in the automotive in- 
dustry is shown in April sales of General 
Motors. Sales to consumers in the United 
States totaled 71.599 as against 47.436 in 
March, and 81,573 in April a year ago. 


Graham Coventry, until recently assistant 
manager of the R. F. C. loan agency in New 
York, has returned to the First Citizens Bank 
& Trust Company of Utica, N. Y., as vice- 
president in charge of the trust department. 
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URGES EXTENSION OF CLEARING 
HOUSES IN NEW YORK 

Further extension of clearing house or- 
ganizations in New York State is urged in 
a statement issued by Herman H. Griswold, 
president of the New York State Bankers 
Association. He says: “The bankers them- 
selves now have a great opportunity to re- 
establish faith in our financial structure. 
That opportunity lies in effective organiza- 
tion among themselves. The Regional Clear- 
ing House Association is the most effective 
instrument yet devised for this purpose. We 
have at the present time in New York State, 
twenty-five regional clearing house associa- 
tions representing about thirty-five counties.” 


NEW YORK BREVITIES 

Irving C. Gaylord, who was vice-president 
of the former Lincoln Trust Company which 
has been merged with the Chase National, 
died recently at the age of seventy-two. He 
began his banking career by establishing a 
bank in the frontier town of Sheldon when 
Dakota was a territory. 

George Hawks, a director of the Rochester 
Trust & Safe Deposit Company of Rochester, 
N. Y., has been elected a vice-president of 
that bank. 

Henry H. Stebbins, Jr., has assumed his 
duties as vice-president of the First National 
Bank & Trust Company of Rochester, N. Y. 

John HH. Williams of Harvard University 
faculty has been appointed assistant Federal 
Reserve Agent of the Federal Reserve Bank 
of New York. 

George W. Davison, chairman of the Cen- 
tral Hanover Bank & Trust Company, has 
been elected a director of the Federal Re- 
serve Bank of New York. 

George T. Newell of the Manufacturers 
Trust Company has been elected president 
of the New York Chapter, A. I. B. 
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Pittsburgh 


Special Correspondence 


TRUST SERVICE CHARGES AND 
COMPETITION 

Acceptance and competition for trust busi- 
ness at ridiculously low rates of compensa- 
tion was condemned at the recent annual 
convention of the Pennsylvania Bankers As- 
sociation in an address by G. Fred Berger, 
treasurer of the Norristown-Penn ‘Trust 
Company of Norristown, Pa., in discussing 
some bank management lessons learned from 
recent experiences. He said: 

“In discussing service charges, I pointed 
out that banks, themselves, are guilty for 
having advertised for the type of business 
for which they now find it necessary to make 
a charge. Our trust departments in many 
sections of the country are vieing with one 
another for a volume of trust business and in 
that competition are taking business at such 
ridiculous rates that undoubtedly as this 
business matures they will find themselves 
in just the same position with regard to their 
Trust Department activities as we now are 
with regard to our small balance checking 
accounts. The hue and ery which will be 


raised at that time could be entirely elim- 
inated by cooperative effort at the present 
time to establish reasonable minimum rates 
below which no trust department would take 


trust business. Anything over those rates 
could then be a matter of individual compe- 
tition but certainly minimum rates should 
and could be established to the future pro- 
tection of all trust departments.” 


CHARTER FOR NEW PITT NATIONAL 
BANK 

The comptroller of the currency has ap- 
proved application for a charter for the Pitt 
National Bank of Pittsburgh which will take 
over acceptable assets of the Diamond Na- 
tional and the Monongahela National banks. 
The new bank will have capital, surplus and 
undivided profits of $1,050,000 with Charles 
A. Fisher, formerly president of the Jones & 
Laughlin Steel Company, as president and 
A. J. Higlin, vice-president. It is estimated 
that depositors of the Diamond National will 
be credited with 45 per cent of their deposits 
and Monongahela National depositors with 
60 per cent with about $10,000,000 total de- 
posits available. 


Governor Pinchot of Pennsylvania has 
signed a bill levying the personal property 
tax of four mills on interest bearing bank 
deposits. 


PENNSYLVANIA TAXES AFFECTING 
TRUST ASSETS 

In an address on “Taxation” at the re- 
cent meeting of Group 2 of the Pennsylvania 
Bankers Association, M. Clyde Sheaffer, dep- 
uty secretary of revenue of the state de- 
partment of revenue, discussed state taxes 
affecting trust department assets. Under the 
heading of personal property tax, he said: 

“The personal property tax provides that 
where the bank or trust company owns Cer- 
tain classes of personal property for indi- 
viduals and certain trust estates, that the 
same is subject to four mills tax for the use 
of the counties. The one point which many 
trust departments neglect to follow is their 
mortgages. Where a judgment, mortgage or 
note is held for a taxable and the interest 
is paid thereon by a Pennsylvania corpora- 
tion or by a foreign corporation whose treas- 
urer is a resident of Pennsylvania or which 
foreign corporation has its principal place 
of business in Pennsylvania and the treas- 
urer performs his duties in Pennsylvania, 
such indebtedness is subject to the four mills 
Pennsylvania loans tax and it is the duty 
of the treasurer of such corporation to with- 
hold the tax when paying the interest. Do 
not report such an item in the personal prop- 
erty tax return because it is subject to the 
loans tax and not the personal property tax. 
The state receives no portion of the personal 
property tax and, therefore, it is not double 
taxation. If you are in doubt as to the 
taxability of any shares of stock of any for- 
eign corporation, the Department of Rev- 
enue can give you the proper information. 

“Second, the four mills Pennsylvania 
loans tax as it relates to interests which 
you have assigned in mortgages to taxable 
holders. When you assign a particular in- 
terest in a particular mortgage to an indi- 
vidual resident of Pennsylvania and the in- 
terest upon the same is paid by a Pennsyl- 
yania corporation or foreign corporation as 
heretofore stated, such corporation can 
withhold the four mills Pennsylvania loans 
tax when paying you the interest on such 
mortgage to the extent that you have as- 
signed it to taxable holders. 


PITTSBURGH BREVITIES 

The Pittsburgh Branch of the Federal Re- 
serve Bank of Cleveland reports over $6,- 
500,000 in gold currency received, mostly 
from individuals, since the edict against gold 
hoarding on March 4th. 

H. Raymond Hilliard, a former official of 
the Mellon National Bank, has been ap- 
pointed treasurer of the city of Pittsburgh. 
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Philadelphia 


Special Correspondence 


REVISED BANKING CODE FOR 
PENNSYLVANIA 

Under pressure from Governor Pinchot 
the Pennsylvania legislature, during the clos- 
ing days of the session, adopted comprehen- 
sive new banking codes to safeguard opera- 
tions of state banking institutions and ex- 
tending the supervisory authority of the 
state banking department. According to Wil- 
liam D. Gordon, State Secretary of Banking, 
this commonwealth is now provided with a 
banking code which will do credit to any 
State or National Government. In that re- 
spect the new revision is regarded as a step 
toward preserving the autonomy of state 
banking and a gesture toward Congress that 
the states are able to take care of them- 
selves in the face of propaganda for cen- 
tralization of banking under federal author- 
ity. 

The new banking codes are the result of 
collaboration between the State Banking De- 
partment and the Department of Justice, em- 
bracing provisions urged by Governor 
Pinchot for the protection of depositors and 
banks. Several concessions were made in 
conference to iron out differences between 
the Senate and House measures, the more 
important of which related to the exemption 
from supervision of all private banks estab- 
lished prior to 1904 and rejection of the 
House plan for extension of branch banking 
to areas covering county and adjacent county 
limits. 

The provisions governing operations of 
state banks and trust companies codifies and 
revises requirements as to incorporation, 
amendments to charters, mergers and con- 
solidations. Capital requirements for new 
institutions are materially increased and 
provision made for accumulation of increased 
capital and surplus out of earnings on the 
part of existing institutions where added 
deposit protection is deemed necessary. An 
important subdivision is that which restricts 
types of investments made by banking in- 
stitutions, including amounts that may be 
invested in real estate mortgages as well as 
expenditures on bank buildings, fixtures, ete. 

Another subdivision limits types of busi- 
ness conducted. The power to guarantee 
mortgages; mortgage pools or participations 
and the business of acting as surety, have 
been eliminated from legal powers of banks 
and trust companies. Greater restrictions 
are imposed upon loans and borrowing oper- 
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ations as related to individuals and corpora- 
tions. Stringent prohibitions are included 
upon the relations between an _ institution 
and its officers, directors, employees. Penal- 
ties are imposed as to acceptance of fees, 
overdrafts, sale of assets and other pro- 
hibited practices. As to security affiliates 
the department of banking is given author- 
ity to impose any conditions that may be 
enacted by Congress in connection with na- 
tional banks. The new code gives the state 
banking department greater power as to re- 
strictions on granting of new bank char- 
ters and widens the authority for speeding 
up liquidation of closed banks, conservation 
of assets and reduction of liquidation costs. 


PENNSYLVANIA BANKERS ASSOCIATION 
CONVENTION 

The newly enacted banking code of Penn- 
sylvania called forth considerable discussion 
at the recent annual convention of the Penn- 
sylvania Bankers Association held in Atlan- 
tie City. A strong plea for voluntary and 
cooperative effort among themselves to im- 
prove and safeguard management, was made 
by O. Howard Wolfe, cashier of the Phila- 
delphia National Bank, in his address as 
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president of the association. He voiced also 
vigorous opposition to the bill at Washing- 
ton providing for insurance of bank deposits 
which in effect means the same thing as 
guaranty of deposits with all of its revealed 
objections wherever the plan has been tried. 
Ile submitted however a plan of bank insur- 
ance that may be applicable to certain large 
groups of depositors who are not only en- 
titled to it but are willing to pay for it. 

Other timely addresses were by President 
Francis H. Sisson of the American Bankers 
Association and by G. Fred Berger, treasurer 
of the Norristown-Penn Trust Company, who 
spoke on “Some Bank Management Lessons 
Learned from Recent Experiences.” 

The annual meeting of the Trust Company 
Section of the association was presided over 
by Alexander P. Reed, chairman and vice- 
president of the Fidelity Trust Company of 
Pittsburgh. Among the addresses before this 
Section were those by Herbert O. Frey, real 
estate officer of the Pennsylvania Company 
for Insurances on Lives and Granting An- 
nuities of Philadelphia, on “Mortgages and 
Morals’; Hon. Franklin Spencer Edmonds 
of Philadelphia on “Some Comment on Cur- 
rent Legislation,” Reports were presented 
by Carl W. Fenninger, vice-president of the 


Provident Trust Company of Philadelphia, 
on behalf of the Committee on Co-operation 
with the Bar, and by Frank G. Sayre, vice- 
president of The Pennsylvania Company, etc., 
on behalf of the committee considering con- 
stitutional amendments relating to trust in- 
vestments. 


FAVORS MODIFIED BRANCH. BANKING 
IN PENNSYLVANIA 

An argument for branch banking within 
modified limits in Pennsylvania was _ pre- 
sented at the recent Pennsylvania Bankers 
Association convention by President O. How- 
ard Wolfe in the course of his annual ad- 
dress as president. He said: “For thirty 
years I have been of the opinion that modi- 
fied branch banking such as was proposed 
and stricken out of the Pennsylvania Bank 
ing Code will, given good management, solve 
many of our troubles. I see no reason, for 
example, why we should compel any group 
of citizens who are entitled to banking serv- 
ice, but live in a community the size of which 
might be forever to preclude the suc- 
cessful operation of a unit bank, from en- 
joying banking facilities unless and until 
$100,000 capital and surplus can be secured 
to provide a local independent bank. 

“In the field of medicine the local 
titioner is indispensable in his field, but no 
one in the wildest flight of fancy can imag- 
ine a law which would compel each coun- 
try doctor to build, operate and maintain his 
own hospital. The consolidated school sys- 
tem now in effect in Pennsylvania has worked 
wonders in educational advancement. Even 
churches are beginning to take advantage of 
concrete roads and shortened distances by 
consolidating what would otherwise be strug- 
gling independent parishes, and I am con- 
vinced that the sooner we accept a similar 
idea in banking, always restricting the ex- 
tension of branches to districts within which 
the bankers can be closely informed as to 
credit conditions, the better off we will be.” 


said 


prac- 


Annual election was held recently by the 
Banking Club of the Evening School of the 
University of Pennsylvania. 

The Real Estate Trust Company of Phila- 
delphia has declared a semi-annual dividend 
of $2 per share which was payable May Ist. 

James E. Gowen has been elected presi- 
dent of the Western Savings Fund Society 
of Philadelphia, succeeding Robert J. Brunk- 
er, who has become chairman of the board. 

M. H. Callendar has been elected cashier 
of the McKean County Trust Company of 
Bradford, Pa. 
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FAVORABLE RESPONSE IN BUSINESS 
AND INDUSTRY 

Whether due to inflationary stimulus or 
the logical reaction from the restrictions 
imposed by the bank crisis, the major busi- 
ness and industrial indices in the Philadel- 
phia district show a positive upward trend. 
The most encouraging reports are those 
which come from industrial centers, includ- 
ing increased employment and plant produc- 
tion in the steel mills, new orders for steel 
and railroad construction and increased ac- 
tivity in metal, textile and building material 
lines. April and May bookings at most of the 
important plants in and adjacent to Philadel- 
phia are the largest since last Fall. 

The banking situation in the Philadelphia 
district marks steady improvement, notably 
as regards the heavy return flow of cur- 
rency from circulation, aggregating from 
March 13th to April 19th, a total of 79 mil- 
lions, as reported by the Federal Reserve 
Bank of Philadelphia. sank clearings for 
the first time are showing substantial in- 
creases, reflecting increasing velocity of gen- 
eral business. There has also been heavy 
reduction by banks of borrowings from the 
Federal Reserve bank. 


The Fidelity-Philadelphia Trust Company 
has declared a quarterly dividend of 4% 
per cent which was payable as of May 15th. 

The Real Estate Land Title and Trust 
Company of Philadelphia has declared the 
regular quarterly dividend of 25 cents per 
share, which was payable as of May 1st. 

The Miners Bank of Wilkes-Barre, Pa., re- 
ports trust funds of $24,000,000 and $25,000,- 
000 corporate trusts. 


Out of each dollar of income reported by 
he Pennsylvania Railroad Company for 1932 
vages called for 43.94 per cent. 


The Jenkintown Bank & Trust Company 
of Jenkintown, Pa., reports individual trust 
funds of $5,939,000 and corporate trusts 
$4,323,000. 

The Erie Trust Company of Erie, Pa., re- 
ports trust funds of $16,173,000. 

The Dauphin County Court of Pennsyl- 
vania has rendered a decision to the effect 
that surety companies which have previously 
eanceled their bonds guaranteeing State 
Treasury deposits in active depositories need 
not reimburse the commonwealth. 
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Cleveland 


Special Correspondence 


DEVELOPMENTS IN THE CLEVELAND 
BANKING SITUATION 


The latest development in the involved 
banking situation in Cleveland caused by the 
appointment of conservators for the Union 
Trust Company and the Guardian Trust 
Company, is a plan submitted in behalf of 
the National City Bank to the organization 
committee of the proposed First National 
Bank, offering to purchase the more liquid 
assets of the two trust companies, expand 
capital, make available to depositors prac- 
tically similar amounts of deposit credits 
promised under the First National Bank 
plan. Although subscriptions to the pro- 
posed First National amounted to $4,000,000 
or within one million of the sum requisite 
to command approval and similar subscrip- 
tion to preferred stock by the R. F. C., there 
arose complications as to personnel and other 
adjustments which prompted the alternative 
plan proposed by the existing National City 
Bank which was unaffected by the banking 
moratorium. 

The offer of the National City Bank calls 
for an increase in capital from $2,000,000 to 
$10,000,000, consisting of $4,000,000 common 
stock, $4,000,000 preferred stock and $2,000,- 
000 for surplus and undivided profits. Pur- 
chase of sound assets of the Union aud 
Guardian trust companies is much the same 
as the plan proposed for the First National 
and approved by government officials. The 
new capital and loans from the R. F. C. 
would provide for crediting depositors of the 
Union Trust Company up to 35 per cent in 
the form of deposits in the National City 
3ank and of 20 per cent of deposit liabilities 
of the Guardian Trust Company. The plan 
is said to have approval of the respective 
reorganization interests of the two trust com- 
panies as well as of conservators, pending 
action by stockholders of the National City 
Bank. 

The National City Bank is the oldest of 
Cleveland’s financial institutions, having been 
organized in 1845 and nationalized in 1865 
Its statement of last March 31st showed de- 
posits of $29,503,000. C. B. Reynolds is pres- 
ident. It is assumed that if this plan is ac- 
cepted that the National City will expand 
its trust department facilities to acquire such 
fiduciary accounts as may be transferred 
from the trust departments of the Union and 
Guardian Trust Companies. 


BANKING AND TRUST COMPANY 
LEGISLATION IN OHIO 

One of the first fruits of a movement to 
amend the banking and trust company laws 
and bank supervision in Ohio was the crea- 
tion of an advisory banking board to cooper- 
ate with the superintendent of banking. Ap- 
pointees of the board include Superintendent 
Ira J. Fulton as chairman, former United 
States District Judge Weld Peck, E. B. 
Greene, chairman of the board of the Cleve- 
land Trust Company, John H. McCoy, presi- 
dent of the Peoples Banking & Trust Com- 
pany of Marietta: George Brainard, presi- 
dent of the Youngstown Fireproofing Com- 
pany and President R. G. Weber of the Mt. 
Sterling State Bank. 

State control of banks has been greatly ex- 
tended by laws already enacted by the Ohio 
legislature, together with emergency laws. 
On the legislative program is included di- 
voree of securities business from banking, 
prohibition of loans on unimproved real es- 
tate and limit on improved real estate, and 
limitation on classes of bonds in which bank 
funds may be invested. A special committee 
of the Senate which is investigating banking 
conditions is considering further laws. Ap- 


pearing before this committee I. F. Freiber- 


ger, vice-president of the Cleveland Trust 
Company, urged enactment of a law giving 
preferred claim status to trust balances. 


OHIO BREVITIES 

Attorney General Bricker of Ohio has is- 
sued rulings to the effect that unsecured de- 
posits of public funds do not constitute a 
preferred claim against banks in liquidation 
and broadening the authority of the State 
Banking Department in regard to borrowing 
on collateral to release funds in closed banks. 

There are in Ohio 388 state banks and 
trust companies operating with full license 
and 128 institutions conducted by conserva- 
tors, 

Col. Leonard P. Ayres of the Cleveland 
Trust Company has been elected a director 
of the Allegheny Corporation. 

Roy M. Howard of the corporate trust de- 
partment has been elected president of the 
Cleveland Trust Club. 

A new national bank is contemplated to 
succeed the First Central Trust Company of 
Akron, Ohio. 

A new bank with $200,000 capital is 
planned to succeed the Lorain Street Sav- 
ings & Trust Company of Cleveland. 

Ralph P. Whitehead has been appointed 
trust officer of the Citizens Trust Company 
of Toledo. 













Boston 


Special Correspondence 


RECORD OF TRUST ADMINISTRATION 
IN MASSACHUSETTS 


Trust company administration of estates 
and trust funds in Massachusetts and par- 
ticularly in Boston has “come clean” through 


this period of depression. Although there 
have been a number of failures involving 


banking assets the official records reveal no 
instance of any abuse of trust responsibility 
or loss aside from that which is contingent 
upon depreciation of values. This record 
embraces also the difficult experiences of 
the current year and the banking holiday. 
In the case of failed banks the Commissioner 
of Banks found no instance of diversion of 
trust assets and where liquidation has _ be- 
come necessary the segregation and protec- 
tion surrounding trust business have served 
to assure complete coverage of all fiduciary 
claims. 

Trust administration has been character- 
ized in this commonwealth by strict adher- 
ence to conservative policies. This has been 
notably true as regards the handling of in- 
vestments, the rule being to eschew specu- 
lative investments in purchase or substitu- 
tion and the exercise of caution wherever 
discretionary powers have been involved. 
While the laws have been helpful in map- 
ping the course of trust performance the 
most potent influence among trust men has 
been the tacit observance of strict codes by 
the individual managements. Evidence of 
public faith in trust company management 
is amply shown by the steady increase in 
personal trust accounts and the large num- 
ber of people who have opened custodian 
accounts, preferring to rely upon the ex- 
perience of trust company managements in 


attending to their investments. Likewise 
there has been a notable increase in the 
number of wills probated in which local 


banks and trust companies have been named 
executor or trustee. Another factor has been 
the efficient supervision by Bank Commis- 
sioner Arthur Guy and his staff who have 
been most diligent in the discharge of their 
duties. 


Members of the official staff of the Old 
Colony Trust Company of Boston mourn the 
death of one of their most highly regarded 
associates, Julius R. Wakefield, for many 
years a vice-president of the company. He 
ws a graduate of Harvard and joined the 
Gld Colony in 1897 as trust officer. 
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Capital 


$3,000,000 $3,500,000 





STATE STREET TRUST 


COMPANY 
BOSTON, MASSACHUSETTS 








Welcomes opportunities to 


be of service to individuals, 
firms or corporations in the 
field of general banking or in 


any recognized trust capacity. 






MEMBER FEDERAL RESERVE SYSTEM 





STRENGTHENING OF THE MASSACHU- 
SETTS BANKING LAWS 


Attorney General Warner of Massachusetts 
has sponsored a number of bills pending in 
the legislature to tighten the banking laws 


of the state. One bill makes mandatory upon 
the banking commissioner to report viola- 
tions of laws by savings banks and trust 
company Officials. Another bill prohibits the 
sharing of fees or profits derived from any 
transaction of a trust company with any firm 
of which officers, directors or employees are 
members. A third bill provides that no trust 
company shall make any loan out of its say- 
ings department or change the collateral se- 
curities held in the savings department un- 
less approved by the investment committee. 


The National Shawmut Bank of Boston 
has opened its sixteenth branch office at 50 
Essex street which will take over the ac- 
tivities of the former Shawmut office at 24 
Harrison avenue. Arthur K. Henderson is 
manager. 

Thomas P. Beal, president of the Second 
National Bank of Boston, has been elected 
president of the Boston Clearing House Asso- 
ciation. 






































































































































































































































































































































TRUST COMPANIES 


Under Supervision of Federal Government 


AMERICAN SECURITY 


° AND TRUST COMPANY 
Fifteenth and Pennsylvania Avenue 
WASHINGTON, D. C. 


$6,800,000.00 


Capital and Surplus 
$38,500,000.00 


Assets over a ae Toe 


FOUR BRANCHES 
Interest paid on checking accounts 


PLANS FOR REORGANIZATION OF 
WORCESTER BANK & TRUST COMPANY 

Receiving endorsement from the Supreme 
Judicial Court of Massachusetts, Governor 
Ely and State Bank Commissioner Arthur 
Guy, a plan has been evolved to reorganize 
the Worcester Bank & Trust Company of 
Worcester, Mass., which has been in the 
hands of a conservator. This new plan gives 
assurance of protecting the best interests of 
depositors and yielding release of in full to 
11,000 of the 14,000 depositors, with total 
amounting to $8,000,000. 

Substantially all of the capital of the 
Worcester County National Bank is owned by 
the Worcester Bank & Trust Company. Under 
the proposed plan all the assets of the trust 
company, with certain exceptions, will be 
transferred to the Worcester County Bank 
to be credited on the books of the latter in 
full up to $500 and of those in excess of 
$500 at least 40 per cent or $500 whichever 
is the greater. Stockholders will be assessed 
their statutory liability with adjustments in 
favor of stockholders who join in the terms 
of reorganization. All of the stock will be 
transferred to a corporation to be known 
as the Worcester Depositors’ Corporation. 
Certificates of participation in this corpora 
tion will be issued to depositors for w “aval 
benefit the corporation will function. 


Governor Ely of Massachusetts has ve- 
toed a legislative measure which would have 
set up a state advisory banking board, on 
the ground that as a temporary measure 
such board is unnecessary at this time and 
because of the ability with which the state 
banking department is being administered by 
Commissioner Arthur Guy. 

Plans are maturing for reorganization of 
the Merrill Trust Company of Bangor, Me., 
calling for additional capital of $3,000,000. 


REORGANIZATION OF CLOSED BANKS 
IN MASSACHUSETTS 

Gratifying progress is reported in connec- 
tion with the restoration of normal banking 
operations with plans maturing in a number 
of instances for reorganization and reopen- 
ing of institutions which have been either 
closed or subject to conservatorship appoint- 
ments. The Massachusetts Supreme Court 
has approved a plan for reorganization of the 
closed Central Trust Company of Cambridge, 
ealling for new capital and release of sub- 
stantial credits to depositors. Plans have 
also been completed for the organization of 
the Community Savings Bank at Lawrence, 
Mass., to take over the savings assets of the 
Lawrence Trust Company. Louis H. McAloon 
has been elected president of the new bank. 
Incorporation papers have been filed for the 
organization of the Belmont Safe Deposit & 
Trust Company which will occupy the quar- 
ters of the Belmont Trust Company of Bel- 
mont, Mass., which is in the hands of a con- 
servator. Capital of the new bank is $100,- 


000 with surplus of $20,000. 


INDUSTRIAL AND TRADE IMPROVEMENT 
IN NEW ENGLAND 

Certain industries in New England are 
feeling the stimulus of increased demand and 
activity. The most notable gains are in the 
textile and shoe industries. At Brockton, 
Mass., there is renewed employment and 
wage scales have been increased. At Lowell, 
Mass., leather and other plants are running 
at largely increased capacity. In Boston the 
wool market has been experiencing activity 
of boom-like proportions with prices rising 
teadily. The same situation prevails in 
cotton. 

Commenting on the current tremfis the 
First National Bank of Boston says in its 
latest New England Letter: “After declin- 
ing to unprecedented low levels during the 
holiday week, business activity has since that 
time shown a steady improvement. The sus- 
pension of the gold standard in this country 
stimulated the movement for immediate buy- 
ing, although the resultant confusion and un- 
certainty over monetary policies has had 
restraining influence upon long-term com- 
mitments.” 


appointed 
succeeding 


Thomas A. Cooper has been 
Bank Commissioner of Maine, 
Sanger N. Annis, resigned. 

Plans are being formed in Portland, Me., 
for a new national bank to take over the 
business of the Fidelity Trust Company and 
of the Casco Mercantile Trust Company. 
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Chicago 


Special Correspondence 


ON THE EVE OF THE CENTURY OF 
PROGRESS EXPOSITION 

An expected attendance of from fifty to 
sixty millions of people at the Century of 
Progress Exposition which is scheduled to 
open shortly in this city, accounts in some 
measure for a wave of optimism that is flow- 
ing through local business and trade circles. 
Other factors are likewise contributing, 


namely the heavy buying of merchandise, in- 
creasing prices, advances in wages, increase 
in steel plant production from 20 to 31 per 


cent within the past few weeks and the more 
favorable reports of carloadings from the 
railroads. Reports from large wholesale 
houses, such as Marshall Field & Company, 
are to the effect that current sales are better 
than at any time within the past two years. 
Significant also is the fact that for the first 
time in three years there has been an actuai 
decrease in the number of people seeking 
relief while manufacturing plants are tak- 
ing on additional help. 

In banking circles there is a more re- 
served tone. The signing of the farm relief 
bill by the president with its extraordinary 
inflationary possibilities, is variously  re- 
garded. There is a feeling, for example, that 
the speculative rise in wheat prices to 75 
cents a bushel recently as compared with 
the low level of 31 cents for the season, is 
looked upon as somewhat misleading unless 
more tangible evidence is forthcoming that 
the movement at Washington which seeks 
rise in prices through inflation, will find more 
general and enduring support. Bankers are 
prone to look upon inflationary measures, 
such as proposed in the farm relief “rider” 
as filled with uncertain possibilities. Older 
bankers recall past lamentable experiences 
attending inflationary tides and would prefer 
to rely upon solid economic readjustments. 


CONSTRUCTIVE ADVANCE OF BANKING 
IN CHICAGO DISTRICT 

Aside from misguided demonstrations 
staged by school teachers in seeking redress 
for back pay from banks instead of proper 
resort to municipal and legislative authori- 
ties, the banking situation is not only nor- 
mal but yielding signs of constructive ad- 
vance in support of sound business recovery. 
The Federal Reserve Bank of Chicago lays 
stress upon the fact that there was a de- 
crease in demand for currency of more than 
427 millions during the period from March 
15th to April 19th, as the outstanding fac- 
tor making for lessened member bank re- 
course to the Federal Reserve bank. The 
banks and trust companies located in the 
“loop” district have weathered the reactions 
from the banking holiday in a manner that 
reflects exceeding credit upon their manage- 
ments and resourcefulness. 

Outside of Chicago’s banking center and 
throughout the Chicago Federal Reserve dis- 
trict there is in progress a general and 
desirable housecleaning in the banking field. 
Illinois, Iowa, Indiana and other states in 
this district have suffered the consequences 
of being woefully “overbanked” as a result 
of the unrestrained licensing of new banks 
to incompetents. The new State Auditor, 
Edward J. Barrett announced recently that 
steps are being taken to dissolve at least 
200 of the unopened banks in Illinois, mostly 
in smaller communities and which are un- 
able to satisfy requirements as to resuming 
business. Liquidation will be hastened by 
means of consolidated procedure in conduct- 
ing bank receiverships. In the entire Sev- 
enth Federal Reserve District there are 284 
banks in the hands of conservators, of which 
226 are national and 58 state member banks 
in the Federal Reserve. In Illinois there are 
500 banks operating as against 704 in pre- 
moratorium days. It is noteworthy that 
banks operating without restriction represent 
90 per cent of total banking resources. 








A most favorable sign is the large number 
of mergers of banks announced in this dis- 
trict. Also there is a strong tide toward 
membership in the Federal Reserve with 
nearly a score of new members added in 
this district since the end of the banking 
moratorium. 


NEW BANKING CODE FOR ILLINOIS 
PROPOSED 

The Illinois Bankers Association is solidly 
pledged in support of a comprehensive new 
banking code for that state introduced at the 
present session of the legislature. It has the 
merit of having been largely formulated by 
practical banking judgment rather than po- 
litical expedient. The centerpiece is a pro- 
vision for the creation of a state banking 
board and the creation of a state banking de- 
partment, the latter to take the place of the 
present system of combining the functions 
of the state auditor’s office with that of 
banking supervision. Provisions are also em- 
braced to provide safeguards as to charter, 
-apital, loans, reserves and supervision which 
will place Illinois among the foremost states 
as to adequate banking laws. 





NATIONAL MOVEMENT TO STIMULATE 
HOME CONSTRUCTION 


+ A national conference was held recently 
in Chicago to stimulate construction of 
homes, attended by manufacturers, archi- 
tects, contractors, financial experts and econ- 
omists. The conference discussed the spe- 
cial survey recently conducted by the United 
States Department of Commerce’ which 
shows an accumulating shortage of housing 
throughout the United States. Cooperation 
of federal agencies is expected to be forth- 
coming, especially in connection with the 
reconstruction bill which contemplates loans 
for new construction. 


The United States Circuit Court of Appeals 
in the Chicago district has handed down an 
opinion adverse to the banking practice of 
setting aside assets as security for deposit 
of public funds. 

The Oak Park Trust & ‘Savings Bank and 
the Edgewater Trust & Savings Bank of 
Chicago have resumed business with added 
eapital. 

The Mid-City National Bank of Chicago 
has opened for business as successor of the 
Mid-City Trust & Savings Bank with capi- 
talization of $500,000. 

Proposals have been made for a merger of 
the First National Bank and the First Trust 
& Savings Bank of Sterling, III. 
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MORTGAGE FORECLOSURES IN COOK 
COUNTY 

An article in the current issue of the 
American Bar Association Journal by Homer 
F. Carey, professor of law at the North- 
western University, discusses the serious 
situation as to mortgage foreclosures in Cook 
County, Illinois. Mr. Carey states that as 
of January 1, 1933 more than $1,300,000,000 
worth of Cook County real estate was in 
mortgage foreclosure receivership. He at- 
tributed a large share of the difficulties to 
the uneconomical and wasteful methods of 
foreclosure which prevail in Illinois, par- 
ticularly as regards judicial procedure. He 
Says in part: 

“The remedy lies not in correcting the 
evils that exist in connection with foreclos- 
ure, but rather in checking resort to fore- 
closure. The net result of foreclosure is to 
give the mortgagee the same property he 
had before as security and no more. He 
has paid a high price for this and has ob- 
tained a good sized deficiency decree against 
a debtor usually insolvent. In the bond 
issue cases the detriment suffered by bond- 
holders is even more serious. To cover fore- 
closure costs, reorganization costs, taxes and 
payment to non-depositing bondholders, a 
first mortgage loan has been placed upon 
the property, the old bondholders being given 
shares of stock in a new corporation or ¢cer- 
tificates in a liquidating trust dominated by 
protective committee forces. Where before 
each bondholder had an equal right with all 
others in the property, he has after reorgani- 
zation obtained a form of security that sub- 
jects him to the will of a majority. Already 
some of those first mortgages are in default 
with the result that the former bondholders 
are certain to lose everything.” 


The Stock Yards Bank & Trust Company 
of Chicago has been converted into a na- 
tional bank with full trust powers. David H. 
Reimers is president. 

The Central Republic Trust Company of 
Chicago has further reduced its loans from 
the R. F. C., by the amount of one and a 
half million dollars during the past three 
months. 

J. B. Reis, a director of the Belleville Bank 
& Trust Company of Belleville, Ill., has been 
elected president of the instituticn, succeed- 
ing the late Dr. E. M. Irwin. 

Officials of the Galena National Bank and 
the Merchants National Bank, both of Ga- 
lena, Illinois, are considering plans for a 
merger of the two institutions. 
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St. Louis 


Special Correspondence 
RESTORATION OF BANKING FACILITIES 


The business barometer registers favorable 
tendencies in the Eighth Federal Reserve 
District. Important industries are speeding 
up their operating schedules while a gain 
in commodity prices, particularly in grain 
and cotton, has exerted a cheerful influence 
in agricultural communities, further aided 
by seasonable weather. Unquestionably the 
program for reconstruction and agricultural 
relief fostered by President Roosevelt and 
supported by Congressional enactment, have 
raised high hopes that the way to solid im- 
provement has been discovered. 

Although the banking holiday imposed 
hardships upon numerous interests and com- 
munities and with closed banks involving 
large losses, the Federal Reserve Bank of 
St. Louis comments with satisfaction on 
the resumption of banking facilities, stating: 

“The restoration of banking facilities, fol- 
lowing the national banking holiday, is re- 
flected in the statistics of reopened banks. 
As of April 19th, there were 1,591 member 
and non-member banks in this district 1li- 
censed to do business, out of a total of 1,875 
in operation prior to the holiday. Of the 
reopened banks, 324 were member banks 
and 1,267 non-member banks. All of these 
banks, except 163, were operating without 
restrictions other than those imposed on all 
banks by Executive Order of March 10, 


1933.” 


MISSOURI BANKERS DISCUSS TIMELY 
TOPICS 

The general economic condition and espe- 
cially the inflation program launched at 
Washington as related to banking, furnished 
the keynote topics for discussion at the re- 
cent annual convention of the Missouri Bank- 
ers Association convention held in St. Louis. 
The proceedings were opened with the presi- 
dential address by Marvin E. Holderness of 
the First National Bank of St. Louis, who 
reviewed the activities of the association. 
Among the speakers were Francis H. Sisson, 
vice-president of the Guaranty ‘Trust Com- 
pany of New York whose topic was “Facing 
the Future;” Max B. Nahm, vice-president 
of the Bowling Green Trust Company of 
Bowling Green, Ky., who spoke on “The Way 
In and Out;”’ Dr. Gus W. Dyer, dean of 
economics of the Vanderbilt University, who 
discussed “Federal Control of Business;” 
liaynes MeFadden, secretary of the Georgia 


“TRUST SERVICE 
EXCLUSIVELY™ 


THE ST. LOUIS UNION TRUST 
COMPANY does not receive de- 
posits. Its entire organization and 
facilities are devoted to one specific 
object: EFFICIENT TRUST 
SERVICE. 


Because of its stability, its experi- 
enced staff of trained Trust Com- 
pany executives, and its capital and 
surplus of $10,000,000.00, the ST. 
LOUIS UNION TRUST COM- 
PANY offers an unexcelled service. 
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Bankers Association whose topic was “Con- 
cert of Action by Country Banks for Safety 
and Profit” and Judge Leon McCord, presid- 
ing judge of the Fifteenth Judicial Court of 
Alabama, whose text was “For Value Re- 
ceived.” 

A feature of the convention was the forum 
conducted by Governor William McChesney 
Martin of the St. Louis Federal Reserve 
Bank, which has become an annual event, 
taking up topics which are of practical in- 
terest. Among the subjects debated were 
those relating to loans to stockholders, di- 
rectors and others; friendship and _ policy 
loans; real estate loans; chattel mortgage 
notes, loans to local merchants and farmers 
and loans secured by stocks of local corpora- 
tions. 


Ek. A. H. Shepley has been elected presi- 
dent of the new South Side Bank & Trust 
Company of St. Louis which has been or- 
ganized to take over the activities of the 
Lafayette South Side Trust Company and 
the South Side National Bank. Capital is 
$200,000 and surplus, $133,333. 

The First National Bank of St. Louis has 
transferred $2,500,000 from surplus account 
to special reserves. 
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A UNIFIED BANKING SYSTEM 
INEVITABLE 

A unified banking system is bound to 
emerge from the present troublous condi- 
tions according to Marvin E. Holderness of 
the First National Bank of St. Louis, in pre- 
senting his address as president of the Mis- 
souri Bankers Association at the recent an- 
nual convention of that body in St. Louis. 
He said in part: 

“Frankly, I see no ultimate alternative 
for banking but the adoption of a unified 
system, and I speak as an advocate of states’ 
rights and state autonomy. Such a system 
as commends itself to my thinking embodies 
nothing at variance or in conflict with the 
interests of independent banking, and con- 
templates no abandonment of the state bank- 
ing system. Indeed, a unified system should 
help eliminate the hazards which undesirable 
competition between the two systems intro- 
duces, and forever bridge the chasm that 
has too long existed between state and na- 
tional financial institutions. 

“This new banking system should be made 
strong by federal laws which would place a 
restraint on speculative real estate loans, 


prohibit speculation in commodities and se- 
curities, forbid the payment of interest on 


commercial accounts, make savings accounts 
time deposits in fact as well as in name, re- 
move public funds as deposits from the pre- 
ferred class by disallowing special and ad- 
ditional security for them, and by requiring 
the publication of much more comprehensive 
bank statements. 

“When these things are accomplished, gov- 
ernment competition with banks should be 
abolished and particularly by the elimination 
of the postal savings banks except in those 
far-outlying communities without banking 
facilities of any other kind. In my opinion, 
the new system should also permit branch 
banking within metropolitan areas, and 
again in this I see no threat nor danger to 
the so-called country bank, nor even the 
suburban bank, for branches would only be 
permitted where there was a logical com- 
munity need for a bank.” 


The St. Louis Clearing House has an- 
nounced that maximum interest rate paid 
by member banks on net loanable funds of 
individuals, firms and corporations shall be 
one-half of one per cent and paid only on 
that part of such loanable funds exceeding 
$1,000. 

The Bank of Maplewood and Trust Com- 
pany of St. Louis has resumed business on a 
restricted basis. 


MOVING FORWARD TO INCREASED 
BUSINESS 

The Cincinnati Banker publishes an ar- 
ticle from E. W. Edwards, president of the 
Fifth Third Union Trust Company of that 
city in which he emphasizes decisive factors 
which must stimulate business. He says in 
part: “What is really needed is an expan- 
sion of gross volume of business activity. 
This will of course be accompanied by credit 
expansion, plus a determination on the part 
of business men to make greater use of valu- 
able credit supplies. The sluggish turnover 
of bank deposits has just as depressing effect 
on business volume and on the price level as 
a reduced supply of funds. 

“Just as in a falling stock market some 
stocks rise, so here and there, in many a 
line of business, generally depressed, an alert 
brain capable of reasoning from facts as 
they are, and not as they used to be, can rise 
above the flood of business mediocrity, and 
move forward to increased business. We 
must not surrender to fear, but lay fast hold 
on faith.” 


DON KNOWLTON IN THE ADVERTISING 
FIELD 

Don Knowlton, formerly publicity director 
of the Union Trust Company of Cleveland, 
has entered into a partnership with John W. 
Hill in the Union Trust building. The firm 
will be known as Hill & Knowlton and will 
engage in corporation publicity and adver- 
tising. 

Don Knowton is known to Clevelanders as 
a writer as well as an advertising man. He 
has been a frequent contributor to national 
magazines and is the author of the national 
Financial Advertisers Association official text 
book on bank advertising. Mr. Hill was for- 
merly financial editor of Penton publications. 


R. R. Demeter has been elected president 
of the First Bank & Trust Company of 
Macon, Mo., succeeding Louis Miller, re- 
signed. 

Tom K. Smith, president of the Boatmen’s 
National Bank, St. Louis, has been appointed 
a member of the Missouri Commission for 
Relief and Reconstruction. 

S. R. Fillingham, trust officer of the Con- 
queror First National Bank, Joplin, Mo., has 
been elected president of the Joplin Cham- 
ber of Commerce. 

Robert W. Fisher has retired as assistant 
secretary of the Mississippi Valley Trust 
Company of St. Louis with which he has 
been associated since 1896. 
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Los Angeles 


Special Correspondence 


TRUST AND BANKING PROBLEMS DIS- 
CUSSED AT CALIFORNIA BANKERS 
CONVENTION 
A robust feeling of optimism animated the 
sessions of the recent forty-second annual 
convention of the California Bankers Asso- 
ciation held at Pasadena which was also re- 
flected in the keynote address by J. F. Sulli- 
yan, Jr., vice-president of the Crocker First 
National Bank of San Francisco, as president 
of the association. After a survey of state 
legislative activities by Edward Elliott and 
comment on the banking situation by Bank- 
ing Superintendent Edward Rainey, the 
thoughts of delegates were directed toward 
the future of American banking by Albert 
C. Agnew, legal adviser for the Federal Re- 

serve Bank of San Francisco. 

The second session was under the auspices 
of the committee on banking practice with 
addresses by F. R. Alvord of the Citizens 
National Trust & Savings of Los Angeles on 
methods of computing interest on commercial 
accounts; experience with the per item serv- 
ice charge related by L. L. Lopes of the Pa- 
jaro National Bank and discussion on com- 
petition and cooperation by Professor Paul 
F. Cadman of the University of California. 
At the following devoted to bank 
credits J. C. Lipman of the Union Bank & 
Trust Company of Los Angeles spoke on in- 
stallment loans and Randall Boyd of the 
Security First National of Los Angeles on 
legal aspects of credit. 

The third general under the 
auspices of the Trust Section. An address 
was delivered by Col. R. M. Sims, president 
of the Trust Division, A. B. A., and vice- 
president of the American Trust Company 
of San Francisco, in which he elucidated the 
statement of principles of trust administra- 
tion recently approved by the Executive Com- 
mittee of the Trust Division, A. B. A, A 
timely paper on “Initial Problems of a Trus- 
tee under Defaulted Bond Issues’ was pre- 
sented by Ben W. Utter, chief counsel of the 
Title Guarantee & Trust Company of Los 
Angeles and Henry A. Bruce of Fran- 
cisco, spoke on faith in municipal credits. 

The fourth general session was devoted to 
agricultural topics with some interesting ad- 
At the remaining two sessions not- 
able addresses were by Alden Anderson of 
the Capital National Bank of Sacramento 
on causes of the banking crisis: the problems 
of bank deposit guaranty by Lane D. Web- 
her, vice-president of the First National 
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Trust & Savings Bank of San Diego; a look 
ahead by Professor F. P. Woellner of the 
University of California and a discussion of 
qualifications of the bankers of tomorrow by 
E. V. Krick, vice-president of the American 
Trust Company of San Francisco. 


ANTI-TRUST COMPANY BILLS DEFEATED 

Bills introduced by the lawyer contingent 
in the California legislature aimed at the re- 
striction of trust company activities, were 
defeated under pressure from trust company 
interests that the issnes would be submitted 
to the people for action at the next seneral 
election. Three of the measures were de- 
signed to restrict trust business through in- 
junction proceedings. A fourth bill was in- 
tended to make unlawful practice of law a 
contempt of court which would give the de- 
fendant no opportunity for a trial with the 
right of appeal from hearings limited solely 
to the question of jurisdiction of the court. 

Four bills designed to correct abuses now 
possible under laws governing foreclosure of 
property under deeds of trust, especially as 
regards deficiency judgments, were passed 
by the assembly at Sacramento. Other legis- 
lation deals amendments to the banking code, 
mortgages and deeds of trust and taxation. 


SECURITY-FIRST NATIONAL BANK 

Operations of the Security-First National 
Bank of Los Angeles reflect stimulated busi- 
ness in both the banking and trust depart- 
ments at the main bank and at the numerous 
branches. President J. F. Sartori, as the 
dean of southern California bankers, cele- 
brates this year his forty-fifth anniversary 
as a banker in the California field. Maurice 
S. Hellman, vice-chairman of the board, has 
returned to active service with the bank by 
reassuming the office of vice-president. Don 
C. Dickinson, manager of the Chula Vista 
branch at San Diego, has been elected a vice- 
president of the parent bank. George H. 
Thomas has been appointed manager of the 
Montrose branch, 


The directors of the California Bank of 
Los Angeles have declared a dividend of 50 
cents a share for the first quarter of the 
year. 

Edmond E. Beazley has been elected presi- 
dent of the First National Bank & Trust 
Company of Fullerton, Cal. 

A compilation issued by the California 
Bank of Los Angeles shows that of the 150 
largest banks in American and British terri- 
tory there are 96 American banks with de- 
posits of $20,116,000,000 and 54 British banks 
with deposits of $13.523,000,000. 
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CALIFORNIA BANKS MAKE A FINE 
RECORD 

Now that a fair appraisement is possible 
as to the effect and results of the state and 
national banking moratorium in California 
the picture is one that must be gratifying 
to the bankers of this state. Compared with 
volume of banking resources involved there 
is no state in the union which has preserved 
such a high degree of solvency, immunity 
from actual losses and percentage of bank 
closings, suspensions or institutions subject 
to reorganizations. Less than 3 per cent of 
banking assets was tied up by the closings 
or restrictions imposed as a result of the 
banking holiday. Of the closed institutions 
practically all were smaller community or- 
ganizations. Thanks to the wide-flung sys- 
tem of statewide branch banking facilies and 
aside from temporary tying up of funds in 
closed or restricted banks, there was little 
interruption to business insofar as banking 
services were concerned. 

The most important closing was that of 
the Central National Bank of Oakland where 
the conservator, Arnold J. Mount, has made 
available all public and trust funds on de- 
posit with 70 per cent of remaining unse- 
cured deposits also made available. Through 
the aid of the R. F. C., the Central Savings 
Bank is taking over all the sound assets of 
the Central National and a new institution 
has been formed known as the Central Bank 
of Oakland with Mr, Mount as president. 


W. W. Jacka has resigned as an assistant 


vice-president of the Bank of America at 
the San Jose office to enter private practice 
of the law as a member of the new firm in- 
eluding E. M. Rea, Arthur M. Free and Irvin 
A. Frasse. 

Frank J. Kihm has been appointed man- 
ager of the advertising and publicity depart- 
ment of the Anglo-California National Bank. 

The Hibernia Savings & Loan Society of 
San Francisco is planning to reorganize as 
a stock bank under provisions of a legislative 
amendment. 

E. T. Kruse, a son of one of the founders, 
has been elected chairman of the board of 
the San Francisco Bank of which Parker S. 
Maddox was recently elected president, suc- 
ceeding the late George Tourney. 

L. L. Lipman, president of the Wells Fargo 
Bank & Union Trust Company of San Fran- 
cisco, is rounding out his fiftieth year of 
service with this bank, starting in 1883 as a 
clerk at the old Wells Fargo organization. 


COMPANIES 


MOBILIZATION UNDER FEDERAL 
RESERVE SYSTEM 

Answering an invitation from Trust Com- 
PANIES Magazine, Jerre F. Sullivan, vice- 
president of the Crocker First National Bank 
of San Francisco, expresses his views as to 
mobilization of commercial banking through 
membership in the Federal Reserve System, 
as follows: 

“T have felt for a long time that all banks 
in the United States should be under the 
supervision of the Federal Reserve System. 
Even if we could not, politically, do away 
with the various state systems, I do believe, 
by law, the Federal Reserve should be the 
last court of appeal in the granting of a 
charter. We have been, unquestionably, 
overbanked in many localities for years and 
this fact I consider is attributable to a cer- 
tain extent to the ability of a person who, 
wanting to start a bank, plays one system 
against the other until he finally gets a char 
ter. I agree that we cannot legislate the 
country into good banking. I also feel that 
many of the fallacies of our present system 
are the result of a lack of intelligence and 
desire to improve the banking standards on 
the part of the bankers themselves.” 


REFINEMENTS OF SERVICE AT BANK OF 
AMERICA 

A corps of skilled men as constantly at 
work at the Bank of America of San Fran- 
cisco to develop and improve upon all types 
of service. Typical is the recently devised 
“customer’s transfer order” enabling a de- 
positor to complete any ordinary commer- 
cial transaction with any other customer of 
the bank, either through the main office or 
the numerous branches. The purchaser of 
goods or services gives in payment an order 
on forms supplied by the bank which author- 
izes the bank to transfer a definite sum from 
the checking account of the purchaser to the 
account of the named payee. This order is 
then available for deposit by the recipient 
who may in turn use these funds on deposit 
in the bank to meet his obligations to other 
customers of the bank. 

Another innovation enables correspondents 
of the Bank of America to route their sends 
direct to 248 California cities in which the 
bank has 410 branches. The float thus con- 
verted into interest-bearing days is an impor- 
tant consideration to correspondent institu- 
tions, especially where volume is concerned. 


California is working out a complete re- 
organization of the tax structure of the 
state which will be voted on June 27. 





